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· Also, petition of Providence (R. I.) Branch National Asso-­

ciation for Advancement of Colored People, against the- " Jim. 
Crow" law for District of Columbia; to the Committee on the 
Di trict of Columbia. 

Also, petition of Rev. Charles A. Tukes'" Pl'ovidenc~. R. I., 
favoring Hamill civil-service ·retirement ·bill; to the Committee 
on Reform in the Civil Service. 

Also, petition of executve committee of the Rhode Island 
Bar As ociation relative to a bill to authorize the Supreme 

ourt to prescribe forms and rules and generally to regulate 
. pleading, procedure, and practice on the common-law side of 

the Federal courts; to the Committee on the Judiciary. 
Also, petition of I. W. Waterman, of Providence1 R. I.1 against 

bill to discontinue is uing of stamped envelopes by the Govern­
ment; to the Committee· on the Post Office and Post Roads. 

Also, petition of Providence (R. I.) Central Federated Union, 
relative to increased cost of Hour; to the Committee on Agri­
culture. 

By 1\Ir. PAIGE of "Mas achusetts: Petition of citizens· of Clin­
ton, Mas ., favoring House joint resolution 377, forbidding exJ 
port of arm ; to the Committee on Foreign Affairs. ~ 

By Mr. RAKER: Petition of William H. Joyce, of Los Ange­
le , Cal., favoring House joint resolution 344; to the Committee 

·on Agriculture. 
Also, petition of 0. F: Domr of Chicago Park, Cal., favoring 

House joint resolution 377, to forbid export of arms; to the 
Committee on Foreign Affairs. 

By 1\Ir. ROBERTS of Massachusetts: Evidence in support of 
Hou e bill 1 925; to the Committee on Invalid Pensions. 

By Ur. SCOTT : Memorial of numerous citizens of the 
eleventh district of Iowa, relative to House joint resolution 
377 and similar measures; to the Committee on Foreign 
AffairS. 

Also, petition of citizens of . Mapleton, Iowa, urging Congress 
to invite all nations to join us in a world federation for adjust­
ment of international disputes; to the Committee on Foreign 
Affair . · 

Also, petitions of citizens of the State of Iowa, favoring pas­
age of- bill to prohibit export of war material; to the Com-

mittee on Foreign Affair . _ 
By Mr. SPARKMAN: Petition of Board of Trade of 1\Hami, 

Fla .. relative to a drainage-aid act; to the Committee on Appro­
priations. 

By Mr. VOLLMER: Petitions of the Hinsdale (ill.) Lieder: 
kranz an-d 73 American citizens; protesting ag~inst the export 
of war material ; to the Committee on Foreign Affairs. 

HOUSE -OF REPRESENTATIVES. 
SATURDAY, Feb·ruary 6, 1915. 

The Hon e met at 11 o'clock a. m. 
The Chaplain, Rev. Henry N. Couden, D. D., offered the fol­

lowing prayer : 
Help us, 0 God our J'ather, as the days come and go, to dis­

t1ngui h with more clearness the true and the false, the transient 
nnd the eternal, proving all things, holding fast that which is 
good, and build for ourselves a character which shall stand the 
te t of time and eternity, that .we may be worthy of the -dignity 
Thou did t bestow upon us in creating us after Thine own 
image. And ble sing and honor and praise be Thine forever. 
Am~. . • 

The Journal of the proceedings of yesterday was read and ap­
proYed. 

MUNICIPAL BRIDGE, ST. LOUIS, MO. 

Mr. IGOEJ. l\Ir. Speaker, I ask to have the bill H. R. 19424, 
an act to extend the time for the completion of the municipal 
bridge at St. Louis, Mo., with Senate amendments, takeh from 
the Speaker's table and laid before the House. 
' The SPEAKER laid , the bill before the House, and the Clerk 
read the title to the bill, also the Senate amendments. 

Mr. IGOE. Mr. Speaker, I move that the House concur in the 
Senate amendments. 

The motion was agreed to. 
LINCOLN'S BIRTHDAY. 

1\Ir. GOULDEN. Mr. Speaker, I ask una!limous consent that 
I may address the House for 10 minutes on Friday next, 
February 12, 1915, on Lincoln's birthday, immediately after the 
approval of the Journal on the day celebrated. 

Mr. UNDERWOOD. Mr. Speaker; reserving the right to ob­
ject, ! .stated that I would not agree to any general debate that 
was not on a bill, but the gentleman from New York, my distin­
guishe<i and honored colleague, was at the Battle of Gettysburg, 

and I think we can make an exception to the rule without es­
tablishing a precedent. 

Mr. GOULDEN. I thank the gentleman for his kindness and 
consideration. 

The SPEAKER. The gentleman from New York asks un'alli­
mous consent that he may address the House for 10 minutes on 
Lincoln's birthday, February 12, 1915, immediately afte1· the 
reading of the Journal. Is there objection? 

There was no objection. 
PERSONA!. EXPLANATION • 

1\Ir. RAii:E1R. Mr. Speaker, I want to ask unanimous con­
sent to make a statement for a minute. I was · here yesterday 
afternoon, but on account of sickness in my family I was called 
out and could not get back in time to vote on the motion to 
recommit the naval appropriation bill. I returned, but too late 
to have my vote recorded. It I had been here I would have 
voted against the motion to recommit. 

Mr. MANN. That statement is wholly improper. 
The SPEAKER. The statement is out of order. 

CONTRABAND OF WAR. 

1\Ir. HARRISON. Mr. Speaker, I ask unanimous consent to 
extend my remarks in the REcoRD by publishing an article 
which appeared in the Washington Post of yesterday, written 
by Ja:fm Bassett Moore, on " Contraband of war." 

The SPEAKER. The gentleman from Mississippi asks unan .. 
imous cansent to extend his remarks in the -RECORD by publish­
ing an article written by John Bassett Moore. Is there ob­
jection? 

There was no objection. 
COLUMBIAN INSTITUTION FOR THE DEAF. 

The Speaker laid before the House the following communica<~ 
tion: 

HOUSE 01!' REPRESEXTATIVES, 
COMMITTEE ON PUBLIC LANDS, 

Washington, February 5, 1915, 
non. CHAMP CLARK, 

Speaker of the House of RepresentaUves, Washington-, D. 0. 
MY DEAR MR. SPEAKER: I hereby tender my resignation as a director 

of the Columbian Institution for the Deaf of the District of Columbia• 
Washington1 D. C., said resignation to take effect immediately. 

Cordially, yours, 
T. w. SlMS. 

The resignation was accepted, and the Speaker appointed Mr. 
RAKER, of California, to .fill the vacancy. 

SUNDRY CIVIL APPROPRIATION BILL. 

Mr. FITZGERALD. Mr. Speaker, I move that the House 
resolve itself into Committee of the Whole House on the state 
of the Union for the consideration of the bill II. R. 21318, the 
sundry civil appropriation bill; and pending that motion I de­
sire to ask the gentleman from Massachusetts if we can agree 
upon a time for general debate. 

Mr. GILLETT. I will say to the gentleman that I have had 
requests on this side for 3 hours and 45 minutes, which I would 
like to grant. 

. Mr. FITZGERALD. What does the gentleman say to two 
hours on a side? ' 

Mr. GILLETT. I do not think that would be a reasonable 
time; that would not take care of the requests of memb~rs of 
the committee. · 

Mr. FITZGERALD. Would the gentleman be willing to 
agree to three hours on a side? 

Mr. GILLETT. We will try to g.et along with that. 
Mr. FITZGERALD. Then, Mr. Speaker, I &sk unanimoUs 

consent that there be six hours of general debate, three hours 
to be controlled by the gentleman from Massachusetts [Mr .. 
GILLETT] and three hours by myself. 

The SPEAKER. Pending the motion, the gentleman from 
New York asks unanitnous consent that general debate on this 
bill be limited to six hours, one half to be controlled by himsel13 
and the other half by the gentleman from .Massachusetts [Mr. 
GILLETT]. Is there objection? 

There was no objection. 
The motion was agreed to. 
Accordingly the House resolved itself into the Committee of 

the Whole House on the state of the Union, with Mr. CRISP in 
the chaii·. 

The CHAffiMAN. The House is now in Committee of the 
Whole House on the state of the Union for the consideration of 
the bill of which the Clerk will read the title. 

The Clerk read as follows: 
A blll (H. R. 21318) making appropriations for sundry civil e:r:..: 

penses of the Government .for the fiscal year ending June 30, 1916, and 
for other purposes. 

Mr. FI'.rZGERALD. Mr. Chairman, I ask unanimous corisenb 
that the :first reading of the bill be dispensed with. ' 
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The · ·cHAIRl\fAN. The gentleman from New YorJt asks 
unanimous consent that the first reading of the bill be dis­
pensed with. Is there objection? 

There was no objection. 
The CiiAIRMAN. Under the order of the House general 

debate is limited to six hours, one-half to be controlled by the 
gentleman from New York and one-half by the gentleman from 
Massachusetts. The gentleman from New York is recognized. 

Mr. FITZGERALD. Mr. Chairman, the variety of subjects 
treated in the sundry civil bill makes it very difficult in a gen­
eral statement to discuss them within a reasonable time and 
in an intelligent manner. .At this time my remarks will be 
confined to- some general observations, in the hope that the 
committee will defer · until we reach the various items in the 
bill interrogations regarding them. 

The estimates upon which the bill is based aggregate $137,~ 
616,472.89. The appropriations made for similar purposes for 
the current year aggregate $130,728,037.39. The bill carries 
recommendations amounting to $125,927,538.29. So that the bill 
as reported is $11;688,934.60 less than the estimates submitted 
by the executive and $4,800,499.10 less thim the appropriations 
for similar purposes for the current year. . · 

Mr. Chairman, this is the fourth time that I have reported 
the ·sundry civil appropriation bill as chairman of the Com­
mittee on Appropriations. In fact; it is the fifth time, but in 
one session the bill failed to become a law and was passed in 
the next session, so in effect the statement that this is the 
fourth time is accurate. 

I wish to submit to the House a statement of what has been 
done in the consideration of the estimates submitted by the 
executive for consideration on this bill by the Committee on 
Appropriations during the four years that I have been at the 
head of that committee. · -

For the fiscal years 1913, 1914, 1915, 1916 the estimates sub­
mitted for the consideration of - the committee aggregated 
$553,879,863.79. The bills as reported to ~e ~ouse carried 
f456,473,806.63t or $97,406,057.16 less than the estimates sub­
mitted for the consideration of the committee. In · other words, 
during the past four years the COmmfttee on ·Appropriations 
have made ·recommendations -in accord with the estimates ·sub­
mitted for consideration in connection with the sundry civil 
bill of $97,406,057.16 less than was recommended by the execu-
tive. • 

The following table gives the details for each year: 
sundry civil appropriation bills for the fiscal years 1913~ 1914~ 1915~ and 

1916. 

[Comparison of the amounts of each as reported to the House, with the 
· total estimates and with the law for the preceding fiscal year.] 

Years. Estimates. Preceding 
law. 

Rt-ported to . =~rc!~~ Reducti.:>n 
House. mates. under law. 

1913 ..... $151,991,106. 87 $142,638, 044.14 $109,577' 4.14. 40 $42,413,692. 47$33,060,629. 74 
1914 ..... 138,790,634.~~ 11~,126,982.~ 113,271,614.66 25,519,020.32 4,855,368.?0 
1915 ..... 125,481,649.05 124,689,948.81 107,696,759.28 17,784,889.77 16,993,189.1>9 
1916 ..... 13'7,616,472.89 130,728,037.39 125,928,018.29 11,688,4.54.60 4,800,019.10 

Total. 553,879,863.79 516,183,013.36 456,473,806.63 97,406,057.16 59,709,206.73 

The bills as finally enacted iii to law, after consideration in 
the Senate and the final adjustment of differences, were $59,-
709 000 less than the estimates submitted to Congress. So that 
if the appropriations had been based upon the recommendations 
of the executive departments, as expressed in their ·estimates in 
the sundry cltil appropriation bill, the bills would have carried, 
on an average, $15,000,000 additional during each of the four 
years 'to which I have refe1;red. 

I make that statement at this time, Mr. Chairman, because 
I have seen some statements in the press from men formerly 
and at present connected with the administrative departments 
of the Government openly criticizing Congress for not acceding 
to every demand for money made upon it by the executive 
departments. There is a school of political thought in this 
country which seems to profess that whatever the recommenda­
tions of the executiYe departments, whatever of demands made 
upon the public purse or otherwise, that the sole function of 
Congress is to acquiesce in the requests, regardless of the 
obligation of the Members o~ Congress under the Con titution 
to safeguard the Treasury from the rapacity of those adminis­
tering the pub1ic service. Based upon an experience of 16 years 
in this House, an · of which time has been de\oted to the 
assiduo·us work of studying Governmental finances, 10 years 
()f which have been spent upon the Committee on Appt·opria­
tions, I undertake to say that in ri.ny administration, if the re­
,quests of the executive officials upon the public purse were 

acceded to without a strong, vigorous,- and· alert opposition on 
the part of the representatiYes of the people, the United States, 
great and prosperous as it is; with it enormous resources and 
unlimited wealth, would speedily become first · among the bank­
rupt nations of the ciyilized world. · No · more patriotic duty 
devolves upon those serving in this House than to· examine with 
the utmost care the recommendations for money of the various 
administrative departments of the Government and the exer­
cise of sound and reasonable judgment ·in passing upon such 
requests. That Congress has acted in a sound, wise, and reason­
able manner is evident from the fact that although $59,000,000 
recommended for the various services provided in such bills 
within a period of four years have been denied to the executive 
departments, not a single legitimate interest · of the public 
service, not ·a single legitimate material interest of the people 
of the United States has been in the slightest degree affected 
by the . failure to expend the money thus requested by the 
departments. 

1\Ir. Chair.QJan; the sum of $137,616,472.89, the estimates con­
sidered in the committee in the preparation of the bill, consists 
of $111,108,822.96 submitted in the regular Book of Estimates at 
the beginning of Congress; as required by la-w; and $21,631,649.93 
subsequently presented to the Ho1ise in the form of supple­
mental estimates. 

For the ·first time this· bill carries- provision for the Recla­
mation Service. The appropriations recommended are payable 
wholly out of the reclamation fund. The estimates submitted 
aggregated $14,776,000. The committee recommends appropria­
tions aggregating $13,430,000, a reduction of $1,346,000. In 
reacliing the conclusions as to the amounts to be recommended 
for the Reclamation Service the object of the committee was 
to provide· such funds for the various projects under consider­
ation as would enable the Reclamation Service to carry on 
during the next fiscal year the essential work contemplated. 
While there has been a reduction of $1,346,000 in the amounts 
recommended, every member of the committee who has exam­
ined the subject is convinced that ample provision has been 
made, so that there will not be any embarrassment to the serv­
ice. Omitting from our calculations all reference to the Rec­
lamation Service, the bill is $9,067,000 less than the estimates 
and $1,920,000 less than the appropriations for the current 
year. 

1\fr. Chairman, at this session of Congress the appropriation 
bills, from the standpoint of this House, are in a condition of 
progress toward enactment more favorable perhaps than at any 
time in rnany years. This bill has been repor~ed earlier than 
any bill of similar character during. any of the short sessions 
since 1903. In 1903 the bill was reported a day or two earlier 
than the bill now under consideration. The consideration of 
the bill was commenc.ed several weeks earlier by the committee 
than it had been possible to consider it heretofore, due entirely 
to the fact that the estimates were obtainable for consideration 
at an earlier period this year than heretofore. I have a state 
ment which shows the dates upon which the various appropri­
ation bill~ were reported during the short sessions of the Fifty­
eighth, the Fifty-ninth, the Sixtieth, the Sixty-first, the Sixty­
second, and the Sixty-third Congresses, which I shall insert in 
the RECORD for the information of the House. 
Date of t•eporting to the House tile t·enular appropriatio1t bills at the 

short sessions of the Fifty-eighth, Fifty-ninth, Sia:tieth, Sla:tv·first, 
Sia:ty-seoond~ and Sia:ty-third Oongresses. 

• I ~~~h ~~~ Sixtieth I S~- ~e~~d I ~hir~-
Congress. C'ongress. Congress. Congress. Congress. Congres3. 

Agricul~e ......... .J Ja;, 25 Jan. 23 Jan. 2.5 Jan. 17 Jan. 20 'Dec. 30 
Army __ ... _._........ Jan. 10 Jan. 7 Jan. 21 Jan. 12 Jan. 10 Dec. 29 
Diplomatic and Con-

sular ............... Jan. 28 
District of Columbia.. Jan. 21 
Fortification ......... Jan. 5 
Indian............... Jan. 10 
Legislative,etc ....... Dec. 7 
Military Academy.... Jan. 19 
Navy ................. Jan. 28 
Pension.............. Jan. 9 
PostOffice ___ ...... . . Jan. 17 
River and harbor. . . . Feb. 6 
Sundry civil......... Feb. 14 

Jan. 18 
Jan. 14 
Jan. 9 
Dec. 15 
Dec. 7 
Jan. 18 
Jan. 27 
Jan. 21 
Feb. 6 
Jan . • 26 
Feb. 19 

Feb. 2 
Jan. 6 
Jan. 25 
Jan. 22 
Dec. 10 
Feb. 11 
Jan. 16 
Jan. 13 
Jan. 15 
Fe.b. 19 

... do .••. 

Feb. 20 
Jan. 21 
Feb. 20 
Dec. 7 
Dec. 14 
Feb. 3 
Jan. 28 
Dec. 12 
Jan. 16 
Dec. 9 
Feb. 23 

Feb. 3 
Jan. 29 
Jan. 17 
Dec. 7 
Dec. 4 
Feb. 8 
Feb. 20 
Feb. 11 
Dec. 12 
.Tan. 16 
Feb. 17 

Jan. 26 
Dec. 7 

Dec. 18. 
Dec. 14 
Feb. 5 
Jan. 16 
Jan. 25 
Dec. 14 
Dec. 19 
Feb.' 4 

1\Ir. ~,f.ANN. 1\:Ir. Chairman, will the gentleman yield for a 
qne~tion? 

1\Ir. FITZGERALD. Yes. 
Mr. 1\!ANN. Just what did the gentleman mean by the esti­

mates bejng ready earlier than usual? I un~erstood the gentle­
man to say that the consideration of tll\S bill in committee was 
commenced earlier solely by reason of the fact that the .esti­
mates were submitted earlier. 1 do not understand that: 

( 

I 

l 
I 

( 
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Mr. F.ITZGERALD. They were available earlier. The law 
requires the estimates to be transmitted to Congress at the 
opening of each regular session. That has not always been done. 

l\Ir. MANN. When was the Book of Estimates printed this 
year-any earlier than usual? 

Mr. FITZGERALD. No; it was not printed any earlier; but 
the committee obtains in advance copies of the estimates for 
the purpose of its work. l\Iy recollection is that, in my ex­
perience, this is the first time it has been possible to get the 
estimates so as to print them and put them in shape for the 
sundry civil appropriation bill prior to the Christmas holidays. 

l\Ir. MANN. The estimates were printed in book form long 
before that, were they not? 

l\lr. FITZGERALD. They may have been printed in book 
form; yes.· · 

l\Ir. l\IANN. I had a copy of them long before that, in any 
e\ent, though I guess the committee did not know it. 

l\Ir. FITZGERALD. After the estimates are printed in book 
form it takes some time to arrange them so as to make them 
aYai1able for use in the committee. The Agricultural bill was 
reported on the 30th of December, the Army bill on the-29th of 
Decerpber, the Diplomatic bill on the 26th of January, the Dis­
trict of Columbia bill on the 7th of December, the Indian bill 
on the 18th of December, the legislative bill on the 14th of De­
cember, the Military Academy bill on the 5th of February, the 
naval bill on the 16th of January, the pension bill on the 25th 
of January, the Post Office bill on the 14th of December, the 
riYer and harbor bill on the 19th of December, the sundry civil 
bill on the 4th of February. Seven of · the appropriation bills 
were reported in the month of December. Including the urgent 
deficiency, three appropriation bills passed the House before 
Christmas and one other before December 31. I am malting this 
statement to emphasize an opinion expressed then which I dis­
cussed quite elaborately on the 24th day of June, 1913-the 
proposition to establish a committee on estimates and appropri­
ations, the purpose of which was to determine how much each 
of the annual appropriation bills might carry. The proposed 
plan contemplated . the adoption of a resolution by the House 
limiting the pow~r of committees to include appropriations in 
the bills in excess of the amounts fixed in the resolution. I said 
at that time: · 

Mr. Chairman, in a short session of Congress the plan can not possibly 
work. At the last session I had the subcommittee in charge of the 
legislative, executive, and judicial appropriation bill meet before Con­
gress convened. 

The same thing is true as to this session of Congress. Two of 
the subcommittees of the Committee on Appropriations met 
prior to the first l\Ionday of December, and the Committee on 
Appropriations itself convened before the Congress assembled, 
so that when Congress met, on its opening day the committee 
reported the District of Columbia appropriation bill and had 
completed the hearings and most of the marking up on the legis­
lative appropriation bill. If the committees had had to wait 
until some other committee had had to determine how ·much 
could have been incorporated in these bills, and until a resolu­
tion bad been considered by the House and adopted determining 
the amount that could ha\e been carried, instead of passing 
the e bills as rapidly before the holidays as was done, the com­
mittees would ha\e had to wait until the House had deter­
mined the amounts to which the bills should be limited before 
the bills could have been prepared. 

In connection with the bill now under consideration, the esti­
mates submitted in the regular Book of Estimates aggl'egated 
$111,108,822.26, and since the submission of the regular Book 
of Estimates other estimates that had to be considered in con­
nection with this bill were submitted aggregating $21,631,649.93. 
A very considerable portion of this latter sum was submitted 
upon the very eve of the report of the bill to the House. More­
over, estimates were transmitted to the House yesterday of 
items for consideration in connection with this bill aggregating 
nearly $200,000. 

These facts demonstrate conclusively the impossibility of 
any living man determining on the first day or in the first 
week of December with any degree of accurate approximation 
how much could justly be recommended to the House to be 
included in this bill. I undertake to say that until the work 
of making the detailed examination that is necessary on the 
part of committees is concluded it is impos ible to tell with 
any rlP.gree of a~c:nracy how much a bill should or should not 
carry. 

Mr. :MANN. Will the gentleman yield? 
Mr. FITZGERALD. Yes. 
Mr. MAJ\TN. Suppose there was a committee appointed to 

make a distribution of the limits of appropriations between the 
various appropriation committees. With the pressure that 

would be brought to bear, would it, in the gentleman's opinion, 
be almost inevitable that that committee would distribute 
among the various appropriation committees either the _total 
estimated receipts of the Government for the ensuing fiscal year 
or an amount equal to the appropriations for the current year, 
and thereby make a distribution of all that would be available, 
without regard to subsequent estimates and without regard to 
Senate amendments? 

Mr. FITZGERALD. It is difficult to tell just what would 
happen. In the speech to which I have heretofore referred I 
discussed that phase of the situation. I am convinced, however, 
that it is impossible from the standpoint of the House for any 
man to tell in advance what the total of any particular bill 
should be, excepting such a bill as the river and harbor bill, 
where it could first be determined to spend a certain sum for 
rivers and harbors and then distribute it among a number of 
projects; but for a bill that has to do with the current services 
of the Government it is impossible to do so. 

Mr. MANN. I quite agree with the gentleman--
Mr. FITZGERALD. For instance, to illustrate in connection 

with this bill, the estimate for carrying on the work of the 
Alaska railroads was transmitted to the House about 10 days 
ago. It was an estimate of $2,000,000, and that sum is incor­
porated in this bill. No one could have known in December that 
that estimate was to be transmitted. At the time the estimates 
were transmitted in the regular Book of Estimates, the esti­
mate for the construction of public buildings consisted of a 
request that legislation be enacted making one fund of ·au the 
appropriations which have heretofore been made for specific 
buildings, and appropriating in addition $3,000,000. Of course 
as soon as it was ascertained that that had been done, it was 
apparent that the Committee on Appropriations would be guilty 
of hara-kiri if it made such a recommendation to the House. 
The committee insisted that the Treasury Department submit 
detailed estimates for the sums desired for public buildings. 
The result was that supplemental estimates aggregating over 
$12,000,000 were transmitted to the House. l\Iy recollection is 
that the estimates for the continuation of the work of the 
physical valuation of railroads, aggregating $3,000,000, were sub­
mitted subsequent to the estimates contained in the Book of 
Estimates. Gentlemen can readily see that anyone who early 
in D~cember attempted to determine how much should be cal"­
ried in this bill for the public service would have missed his 
guess, no matter how intelligent or well info.rmed he might have 
l:reen, by over $15,000,000. 

Mr. MANN. I quite agree with the gentleman. I think we 
had an illustration yesterday of what the effect would be of the 
proposition to distribute, to begin with, a certain amount of 
money between· the different committees. Inevitably, if the esti­
mated receipts were distributed in advance among the different 
committees, the chairman of the Naval Committee, for illustra­
tion, like any other chairman, would fight for the amount that 
he thought ought to be appropriated for the Naval Committe~ 
and if that amount had been allowed, at the amount that was 

. reported in the bill yesterday, it would be impossible to reduce 
it on the floor, because it would be said, "That amount is set 
aside for naval affairs." 

1\fr. FITZGERALD. And it would haye been done by resolu­
tion of the House. 

Mr. MANN. It would have been said, "You can nof add this 
amount to the apportionment of any other committee, hence we 
will appropriate it for the Naval Committee"; and the House 
would be, not theoretically but practically, powerless to reduce 
the amount carried in the bill. 

1\Ir. FITZGERALD. Then there is another matter that has 
attracted my attention. I notice that the position in which the 
chairmen of other committees find themselves differs materially 
from the situation which confronts the chairman of the Com­
mittee on Appropriations. My contests in this House are to pre­
vent the House from increasing the appropriations carried in 
the bill. The troubles or labors of the chairmen of other com­
mittees have been to persuade the House not to reduce the ap­
propriations as recommended by their committees. 

Mr. UNDERWOOD. Will the gentleman yield to me a mo­
ment? 

Mr. FITZGERALD. Certainly. 
Mr. UNDERWOOD. I am very much interested in the dis­

cussion that the gentleman is now deli-vering to the House, 
and I want to compliment the gentleman from New York by 
the statement that among all the men in this House I do not 
think there is any one man who has endeavored as much as the 
gentleman from New York has to hold down public expendi­
tures within reasonable limits. [Applause.] But I hope the 
gentleman from New York is not taking the position at this 
time that some method can not be devised by which this 
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House can centralize the control of app-ropriations mid limit 
public expenilitures, With vet·y few exceptions, there has 
hardly been a ca e where any executive in the world has at­
tempted ·to limit the expenilitures of public money ·or to de- 1 

cren.se the burdens of the taxation. You may find an exception 
here and there, but the exc.e})tion only pr·o,es the rule. It is 
rarely the case that any body of men in a legislative capacitY, 
except those who hold their commis ions directly from the 
people, are willing to cut ddwn public expenditures. On the 
other hand, the reckle s expenditm·e of the public mone·y has 
nlways been a cancer that in the end destroyed republics. Of 
course we are far from that place to-day, but "Unle s this 
House is willing to take action by which we can centralize the 
control of the e ·appropriations :ind limit expenditures within 
reasonable amount and cnt out the reckless extravagances 
that sometime are found in appropriation bills I can see no 
place where the increased buTdens of taxation on the .A.meri~an 
people are going to stop. [Applause.] And I know of no man 
in this House who is more capable and competent to lead the 
fight to estnbli h pel'manent economy on a safe and sound 
basis than the gentleman from New York. [Applause.] I 
expect to leave the field here, but I hope that the gentleman 
from New York i:h the future will bring his great powers 
toward accomplishing this good result for the btme:fit of his 
country. [Appla'tl e.] 

Mr. ~fADDEN. Will the ·gentleman yield to me? 
1\fr. FITZGERALD. Yes; I yield to the gentleman. 
Mr. ~<\.DDEN. I think with the gentleman fror:1 Alabama 

that the gentleman from New York has ilisplayed grent ability 
and great genius in the field in which he has been legislatively 
engaged. I think he ought to be ehcotll'aged in that work by the 
.UembeTS of the Hou e generally.· ·Now, my notion of how you 
can regulate the expenditures of pUblic money is thi :· Control 
of expenditures should be gfven to one committee. It ·may be it 
ought to 'be a joint committee of the Hou e and the ·senate, and 
this committee ought to be in session all the year around. 'it 
ought to have the power to go to the departments and ihvesti­
gate the expenditures, and the members of such a committee 
ouO'ht to be paid compensation commensurate with the sacrifice 
they would ha\e to make; but to delegate tlle power to any 
single gi,en committee to control the appropriations of the 
Congress to meet the needs of the Nation and only permit them 
to be employed during the se sions of Congre s would make the 
work so onerous that rio committee could do it. I would elect 
the best men who can be found in both branches of the Con­
gress, regaTdle s of bow lohg ·they had served in either House, 
men qualified to . regulate the cdntrol of go,ernmental expendi­
tures, and then charge 'them With the responsibility Of remain­
ing at their work every day in the year· and pay them for the 
sernce they render. When you do that you will be able to 
conh·ol the expenditures and keep them within reasoliabl~ 

-bounds and ave the people from the burden of ove1•taxation, 
and you can·· not do it in any ofher way. [Applause.] 

1\lr. F'ITZGERALD. Mr. Chairman, I appreciate what both 
gentlemen ha\e said about my elf. I do not wish to be under­
stood as expressing a belief that it is not possible to devi e 
some way to improve our present condition. Perhap I was 
indulging in the "Very huinan failing of trying to justify .a 
prophecy I made as to the result that would follow certain 
actions. I belieYe the expenditures of the Federal Government 
can be put on a proper basis, and I know they "mu.st be put on 
a different basis if the country is not to rise ilp ftnd retire 
every Member of Congress to pti"late life. So long as our 
revenues were not obtained by direct taxation, but came from 
indirect taxation, it made very little difference. Everyone be­
lieved that some one else was paying the taxes. But now the 
people are thinking, as they nave not done in . years, Upon the 
question of taxation. They are now paying direct 'taxes to the 
Federal Gover'Dlllent. In my State ·and in my city the question 
of taxation is to-day n burning question. A direct ·tax: is to be 
levied by the State. 

The city · of New York must contribute, I imllgine, nbout 
$15,000,000 of this direct tax: to the payment of the expenses 
of .the State. There ha been under consideration by the offi­
cials of the city of New York every conceivable form of taxa­
tion in order to obtain re\enue. Taxation on occupation of 
re i<lences, taxation · for engaging in any particular business, 
taxation upon the man who work and upon the man who is 
idle. It makes no difference in what particular condition of life 
he happens to find him elf, some one eems to suggest a form of 
direct taxation to reach his peculiar condition. When the 
knowledge of the suggestion· became pt1blic, the tru·eatened up­
rising wns such that c6nsiUerution has been indefinitely post- 1 

poue<l. Throughout the countl'y the cost of goYernrneut is in­
creasing at a rate far out of 11roportion to the increa e of 

~ - · ·• -· r - • I 

population ·and wealth. Some one mu t concebh·ate his eiforts 
to the taSk of le sening the lmtdens of the taxpayers. Un­
fortunately I appear to belong to a very old-fa ·hioned and 
utipopular and out-of-date school of pt:tblic finance. It is not 
the m9de to follow the chool of public finance in which I have 
been educated. I b lieve that the Government should not do 
those things that pri,nte E!hterprise can do !:latisfactorily. I do 
not believe that the Fede!rlll GO'"~'ernment or the State goTern­
ntent or the local goveTnment hould euga .... e in every conceiv-­
able form of activity in l"e ponse to E!Very whim of every or- • 
gnnization or of every class ot of evet·y ody who believes it is 
desirable that cel'tain things be done and appeal to the Govern­
ment to do them, as it seems to be ea ier to obtain ptiblic 
funds · than have sensible men delate their own re oui'ce to 
many things for which there is public clamor. If we restrict 
the activities of government to tho e function that ·legiti­
mately should be performed by the Government, 1t wdnld elimi­
nate a · vast portion of the excessive expenditures of the Gov­
ernment. Until something along such lines is attempted, it is 
useless to think of curtniling the gro s expen es of government. 
If we do not wish to stop 0111· activities along ttny particulat· 
line, btit continuously seek out and encouTage the Government 
in enteting upon new nctivitie. in order to placate or to plea e 
or to mollify some particular group OT party or band or interest, 
then we simply k~p piling up the available means to absorb 
the revenues. The people nre coming to realize that the Trea -
ury is not Teplenished by money that falls like manna from the 
heavens, but that every dollar that is expended by the govern­
ment-Federal, State, or local-means a dollar collected from 
the pockets of the people. 

When the bmdens finally become so great as to be intolerable 
then the inevitable uprl ing will tnke place. One thing that is 
essential to accomplish in this body-and it will be done some 
day-is to ·deprive the individual Member of CongJ.·es of the 
right to initiate expenditure . I believe that if nothing el e 
ever had been accompli he~ as a result of the WaT between the 
North ·and the South than one suggestion which originated in 
the constitution of the ·confederate States which will yet bear 
fruit of immense value to the people of the United States, the 
war would not ha\e been in vain. The .Confederate constitution 
had a provision which prohibited the Confederate Congress 
from appropriating ·money · for any purpose except by a two­
thuds "Vote of both hou e , unleEls estimated for by the head 
of a department and submitted by the President, or be asked 
for the payment of its own expenses or of claims against the 
Confederacy declared by a judicial tribunal to be just. Take 
nway 'from the Member ·of this House the right to initiate · ex­
penditures rtnd they will examine and scrutinize and take care 
that no unsound or improper e timate originating -in a depart­
ment i rewarded by an a11propriation. 

.Mr. COX. Will the gentleman yield for a que tion? 
Mr. FITZGERALD. I yield to the gentleman. 
1\Ir. COX. What would the gentleman think of the propo. i­

Uon of amending the rules of the Hou e so as to prevent any 
Member from increasing an appropTiation over that reported 
by the committee? 

Mi. FITZGERALD. I would not favor such a rule. I woultl 
hot give to a committee of the House any power that the Hou ·e 
itself was denied. If it were proposed to deny the committees 
and the House the power to appropriate .in excess of. an esti­
mate from a department, it would be a different matter. But I 
doubt whether we WOuld be justified in pTOViding that a com­
mittee could determine the m;:t;rimum amount to be appropri­
ated, and that the Hou e, which creates the committee, could not 
revise its action. 

1\Ir. COX. That is the i·nle, I will state to the gentleman, in 
the House of Common . . 

Mr. FITZGERALD. No; not exactly. The rule in the Honse 
of Commons prohibits a grant in e..~ce of that requested or for 
a purpose not reque ted by the Crown. Of cour e, the budget 
is submitted by the Go"lernment, consi ·ting largely of memuers 
of . the two houses. 

1\Ir. COX. If I am not mistaken, in readlng thi · matter 
up-- -

Mr. FITZGERALD. I think I have the rule here. 
1\Ir. COX (continuing). '.fhey baYe a rule in Parliament 

which prohibit any member from offering an amendment which 
propose to increa e the appropriation provided for by the 
hudO'et · but, at the ame tlrne, it permits any member of Parlia­
ment t~ offer an amendment propo ing to reduce nn appropria­
tion. 

Mr. FITZG.EJR.ALD. They can reduce it. 
Mr . .1\fONTAGUEl. 1\Ir. Chn.irma1l, I •want to Hhder tantl the 

suggestion of the gentleman !rom Indiana [1\lr. Cox]. · 
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The CHAIRl\IAN. Does the gentleman from Indiana yield 

to the gentleman from Virginia? 
1\Ir. COX. Yes. 
1\Ir. l\:101\TTAGUE. What was it? 
1\fr. COX. 1\Iy suggestion was .this, although I may be in 

error, but I looked this question up a year or so ago-that the 
rules of the English Parliament prohibit a member of Parlia­
ment from offering an amendment that proposes to increase an 
appropriation, but does permit him to offer an amendment that 
tends to reduce the appropriation. 

l\11·. MONTAGUE. But that was not the gentleman's first 
suggestion. 

lr. COX. The question first was what he thought of alter­
ing the rules of the House so as to prevent a Member of the 
House from offering an appropriation over that submitted by 
the committee. 

Mr. MONTAGUE. In order to be logical, why should not 
the gentleman suggest that when that matter is to be so dis­
posed of no Member save those on this committee should be in 
the House? . . 

Mr. COX. The gentleman from New York has well ex­
pressed it. His trouble in this House heretofore has been to 
persuade the House to stand by the committee. I have seen the 
House run over him time and time again, although I have not 
done so myself. 

1\Ir. FITZGERALD. The rule of the House of Commons, 
dating back to 1713, is: 

This House will receive no petition for any sum relating to publie 
service or proceed upon any motion for a grant or charge upon the 
public revenue • • • unless recommended by the Crown. 

One way of testing whether a particular member of the Gov­
ernment has the confidence of the House is by voting to strike 
out a proposed grant in the supply bill. If it be on an impor­
tant matter and the motion is carried, it is usually followed by 
the resignation of that member of the Government 

Mr. PARKER of New Jersey. Will the gentleman yield? 
The CHAIRMAN. Does the gentleman from New York yield 

to the gentleman from New Jersey? 
1\lr. FITZGERALD. I do. 
1\fr. PARKER of New Jersey. Will the gentleman permit me 

to say that he has just indicated what I was about to suggest, 
that the real control in England and the British Parliament is 
that if the House votes against the ministry it resigns, just 
exactly as the committee here should say that if its estimates 
were substantially increased or reduced by the House they 
would think their functions no longer useful and they would 
no longer serve as such committee. That is the way they man­
age it in the House of Commons . 

.l\lr. FITZGERALD. That provision evidently has a whole­
some effect in the preparation of estimates, because it is very 
rarely now that the requests are of such a character as to com­
pel the resignation of any member of the Government. 

Mr. GARNER. If you had such a rule in this country, 
where a department of the Government submitted an estimate 
and Congress refused to grant the estimate, and they would 
resign, there would be some resignations submitted. . 

Mr. FITZGERALD. There would be chaos if there was any 
such rule here. 

Mr. MARTIN. The gentleman has referred to a provision in 
the constitution of the Confederacy which, if I understood him 
correctly, prohibited the initiation of items of appropriations in 
the house and confined the power and action of the house and 
its membership upon the items recommended by the executive 
or executive departments, except by two-thirds vote. Do I 
understand the gentleman to speak in favor of a proposition 
of that kind as applied to the Government service? 

Mr. FITZGERALD. I believe that it would be desirable, and 
I believe that the time will come when such provision must be 
adopted and the individual Member of Congress deprived of 
the right of initiative in the expenditure of public funds. 

·Mr. MARTIN. There are a great many of us who think the 
tendency to the exercise of power in the executive is too great 

- under the present system and arrangement, and that it would 
be in the interest of better legislation if more responsibility 
were placed upon the legislative branch of the Government and 
less upon the executive branch, not only as to appropriation 
matters, but as to miscellaneous matters of legislation. 

Mr. BATHRICK. Will the gentleman yield? 
Mr. FITZGERALD. What I have in mind, Mr. Chairman, is 

that in the expending of public moneys it is rarely that any 
department of the Government fails to ask for less than is 
required to maintain the public service. The experience of the 
Federal Government is that the recommendations of the depart­
-plents for money, except in the rarest and most exceptional 
cases, are in excess of what is legitimately required to perform 

the functions devolving upon the service. So that the trouble 
to be faced does not come because the executive fails to ask 
for sufficient money, but ·it comes from a combination of indi­
viduals interested in particular matters insisting upon lavish 
appropriations. 

Mr. MONTAGUE. Will the gentleman yield? 
Mr. FITZGERALD. In just a moment. It comes from a 

combination of individuals originating schemes for expending 
public money, regardless of the opinion of those who are ad­
ministering the public service. 

Now I yield to the gentleman from Ohio [Mr. BATHRICK]. 
Mr. BATHRICK. If you would deprive the Members of the 

House of Representatives of the power of initiating appropria­
tions-is that what I understand the gentleman to contend for? 

Mr. FITZGERALD. For the conduct of the public sen-ice. 
Mr. BATHRICK. Well, does the gentleman mean ·to say that 

he would deprive the 1\Iembers of the power of originating ap­
propriati;)ns on bi1ls that they might introduce that would re­
quire money to carry them out? 

Mr. FITZGERALD. Yes. I would let Congress authorize 
certain things. Then whatever sums the Executive believed 
were desirable to carry them out, let the Executive ask for 
them. The responsibility for the policy of asking or reft·sing to 
ask for funds would fall on the administration. 

1\Ir. BATHRICK. Now, then, if a man were to introduce a 
bill to give a soldier a pension, if the Executive authority did 
not want him to have it or did not recommend it, he could not 
get it. Is that what I understand the gentleman would suggest? 

Mr. FITZGERALD. I have not gone into details, but I be­
lieve that such a situation would be desirable. I should like an 
administration to be put in a position where it would be com­
pelled to take the responsibility and not to distribute or to 
share it among over 400 Members of this body and nearly 100 
in the other body. I should be glad to have some one upon 
whom the responsibility could be centered to say, for example, 
that John Jones, on his record and under all the circumstances, 
ought to be pensioned in spite of the fact that under the gen­
eral law he is not eligible. It would quickly be ascertained 
under such circumstances whether any of the criticisms, just 
or unjust, are well founded that the pension rolls are improp­
erly padded. 

1\lr. BATHRICK. Then a Member could not introduce a bill 
for any purpose to inaugurate the expenditure of money? 

Mr. FITZGERALD. I did not take such a position. It is 
really afar, howe-ver, from what I intended to discuss. I said 
that I belieYed that the time would come when the power to 
initiate appropriations of money from the Federal Treasury 
for the conduct of the Federal Government must be taken from 
the individual. I do not expect it to be done during my serv­
ice in Congress nor during the term of the gentleman from Ohio, 
but I believe it is inevitable some time, if the Federal Govern­
ment is not to break down with the weight of expenditures. 

Mr. MONTAGUE. Mr. Chairman, will the gentleman yield? 
The CHAIRMAN. Does the gentleman from New York yield 

to the gentleman from Virginia? 
Mr. FITZGERALD. Yes. 
Mr. MONTAGUE. I have not been able to hear all the in­

teresting observations of the gentleman, but I wish to ask 
whether or not he has commented this morning in any of his 
remarks on the right of a President to veto individual items in 
an appropriation bill? 

Mr. FITZGERALD. There was a time when I thought it 
might be a good thing for the Federal Gov~rnment. In an in­
direct way I became somewhat familiar with the manner in 
which the supply and appropriation bills were considered dur­
ing a certain period in the history of the State of New York. 
I found that the chairman of the committee on ways and 
means, in the assembly, and the chairman of the committee 
on finance, in the senate, and the governor got together and 
determined among themselves how much money has to be ex­
pended, and then they determined the particular items that 
the man responsible in the house would block, and the items 
that the chairman of the committee on finance would elimi­
nate, and the ones to be left in the bill to be vetoed uy the 
governor, because it would be embarrassing to either of the 
other two men to antagonize them. In view of the history of 
the Anglo-Saxon people, and of what has happened in my own 
experience in this House, I am not certain but that the right 
tu coerce the Executive by obtaining legislation through a re­
fusal to grant supplies is of so tremendous value and importance 
to the Representatives of the people that that change should not 
be made in the Federal Constitution. 

But I do not wish to go into that subject. I have spoken a 
great deal longer than I had intended. I wished to refer briefly 
to one particular subject, and I have been led far astray. 
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Mr. GARNER. Mr. Clln.innnn, will the gentleman-yield( ':Mr. FITZGERALD. An attempt was made to .do something 
Mr. FJTZGERALD. _Yes. along such line, I believe, in the last ses ion or the session 
Mr. GARNER. I wanted to refer to wnat the gentleman had before that one. The chairmen of the various committees 

in mind. I am like the gentleman from Vil:ginin [l\!r. 1\I()N- evinced such inability to make ·reductions in the proposed ex· 
TAGUE], in that I did not ha\e the pleasure of hearing the. -entire penditures that;the ·meeting broke up and was never r-ecop.vened. 
remarks of the gentleman from New York; but, as ·I under- ~fl·. Al.ARTIN. •Will the gentleman yield? 
stand, he believes that the .time will come, even if it is not ~fr. ,FITZGERALD. ·I will yield for one more question, and 
advisable at this moment, :when·· the Congress should not be then I ·wish ·to ·finish. 
allowed to make an appropriation except wher~ the · executive tl\Ir. MARTIN. I was very ·much impressed with ·the state. 
branch of the Government deems it advisable, and tlla.t the ment of the gentleman, now ·repeated, that the estimates from 
Congress would only authori~e an appropriation and then le~ve the departments for the last four years as to this . sundry civil 
it to the discretion of the Executi\e as to whether the Executlve bill have been something like $97,000,000 in excess of .what the 
would utilize that or .not? committee has allowed or recommended. 

1\fr. FITZGERALD. That is true now. The administration :.Mr. FITZGERALD. Yes. 
need not now spend the money appropriated. Mr. MARTIN. Does not that suggest to the gentleman that 

Mr. GARNER. I understand that; and if the · executive de- the relief for extravagant expenditures will probably not be 
partment of the Government· fails to e~ercise tbe authority. con- found by increasing the power of initiative in the executi\e de­
ferred by Congress, and the Congress m the face of the fall~re partment of the Government, but must be · found in some real 
of the Executiye authority to exercise that power declared 1ts economy in ·the legislative branch? 
opinion otherwise, should not the Executive then ·resign, ·so,that Mr. FITZGERALD. I have stated the reasons why ·I belie\e 
the Congress might ·ha\e in executive authority some agency what I have suggested would work out desirably, ·that if we 
that would obey its .commands? take f1;om the individual the ·right to initiate appropriations, he 

1\Ir. FITZGERALD. That would im"olve too many substan- will •then become much .more keenly interested in the particular 
tial changes in our organic law. .The suggestions I JTiake would things the departments believe they should ·have, and will cxer· 
not. · cise an independence and a scrutiny that otherwise, I believe, is 

Mr. GARNER. I do not think the gentleman from ·New -York not exercised. .At any ·rate, the experience of mankind is that 
would take ·the position that1the Congress.<mght not ,to preserve a popular body will never economize by refusing to appropriate 
the rigbt •to represent and .execute 1the ·,wishes of ~ the :American money for ,the things they _thiuk are ,popular with the people 
people, and i"f it were a ,question of want of confidence in the upon whose ·determination their ofl!~ial lives depend. 
Executive in whose hands .authority was vested to make the Mr. BURKE pf South Dakota. Before the gentleman con· 
appropniahon, I think 1the .Executive ought •to resign. eludes, will he permit me to make a . suggestion and ask him a 

l\Ir. FIT:ZGERALD. That is treating ,a ·Phase of :the subject question? 
that I .do not think is imperative, because, as 'I ·said-although .!\!r. F.ITZGERALD. ·Certainly. 
the gentleman, perhaps, may not have ,heard rme~that we are -Mr. 'BURKE of 'South Dakota. 1\Ir. Chairman, I appreciate 
not troubled with the ·failure of the !executive departments to .what..has been said by _the distinguished chairman of the Com· 
ask for sufficient money-for1the conduct of the Govemment ser.v- mittee on Appropriations, and recognize his great ability and 
ice. it is the rarest and most exceptional .situation to find any- his long experience in dealing with appropriations; •he is not 
one not a-Sh'ing more than is needed. excelled by anyone in the House, either in his knowledge of the 

1\fr. GARNER. But under any conditions .I as ume the _gep- subject, his ability or experience, and he is equaled only by the 
tleman from New :York would not undertake to take :away •from distinguished gentleman from Massachusetts [l\Ir. ·GILLETT}. I 
the Congress the right to speak as the representatives of the want to a k the gentleman if what he has said generally, with 
people? reference to reforms in appropriations, applies only to the prepa-

1\fr. FITZGERALD. I will agree with that broad ,statement. ' ration and passage of bills in the House of Representati,-es? 
Mr. GARNER. .And if any member of the executive branch The gentleman has undoubtedly guided through this House many 

of the Government which was •not responsive ·to the wishes of RP,propriation bills that he believed were as nea-r accurate n.nt.l 
the people should refuse to ,carry out the judgiPent of Con~ress, correct as it was possible to make them; and yet when they be· 
it seems to me ,the -rule ought to apply where he would dtscon- came laws, the amounts carried had been very materially in· 
nect himself from the seFvice of the Government. creased over.the amounts c_::u;ried in the bills when they lef.t the 

Mr. F.ITZGEJR.ALD. 1 hope the time will not come whe.n tile House, and that is usually what happens to every approprintio 
representatives of ·the people will try to lforce ,money upon an bill after it pa ses the House. Now, assuming that there be a 
unwilling •Executive. [Laughter.] I .know it has been PI::e- system adopted in the House dealing with [o.IJpropriations along 
tended that that .situation 1ha.s existed, but it is rarely thn.t ·the the' lines suggested by the gentleman, and others who have dis· 
administrative officials have not accommodated themselves to cussed the subject, that have given the subject thought aml 
the situation and expended the money as graciously as possible. ~tudy, bow would you obviate the difficulty that we now ha:ve 
[Laughter.] - · in contl·olling the limit of appropriations? 

1\Ir. KAHN. 1\fr. Chairman, will the.gentleman·yield there? Mr. FITZGERALD. I did not mean that such a limitation 
The CHAIRMAN. Does .the gentleman from ·New ·York yield should apply to the Members of this ·body alone. I meant that 

.to the gentleman from California? · • that limitation upon the rights of Members mu t apply to the 
1\Ir. FITZGERALD. •Ye ; I will yield. Then I wish to con- Members of the ,two bodies. _1 do .not believe that this House 

elude. should ,e'\"er be circumscribed or limited while the other House Mr. KAHN. I have listened with a great deal of inte1·est to is free. . 
the remarks of the gentleman. Has the gentleman , ever consid-
ered .a proposition of this kind-getting the chairmen of all 1.\fr.l\IANN. l\Ir. Chairman, will the gentleman yield for just 
the great appropriating committees of the .House together, and one observation? It will .be very short. 
-also the -ranking.minority members of the various appropciating Mr. FITZGERALD. :Yes. 
committees, at the beginning of the session, ·.with a .view to .Mr. l\I.ANN. .I understood the .gentleman in a way to advocate 
going over the .estimates and seeing what can be .done 'by each ,the proposition that no appropriation should be allowed to go 
committee, so that all the committees shall work in absolute through t.4e House which hnd not been estimatetl for unless it 
harmony? had received a twoTthircls vote. 

~Ir. :B'ITZGERA.LD. Well, I discussed at some length at the Mr. FITZGERALD. I referred to that provision in the Con-
beginning something that would apply to that suggestion. I federate constitution. 
·l10inted out the fact that at the beginning of this session of Con- Mr. ~lANN. Of course the "entleman is correct, but ,that 
gress the estimates submitted for consideration in connection might !Je the outcome. in the end. I elwuld )ust like to su.g...,.est 
with this bill amotmted to $lll,OOO,OOO. Since that time e ti- in that connection tbut that .would be ,turmng over practically 
mates for $21,000 000 additional have been submitted, aud the ,not only appropriations but legislation to a minority in the 
mnn never lived who could tell at the opening of ·the .session illouse becatlse most legislation,carries with it an appropriation, 
of ConO"t•e s with any degree of approximate accuracy how ' and a' great deal of the .mos~ importa?t legislation carries a 
much this bill ought to carry; and if we -should distribute the slight appropriation in the leg1. latlve blll; and under th:;tt ,rl.lle 
re\enues at the opening of ·a session, and if we should be livjng -.-you ·would alwa.vs have to .go -and !ffiO.. out from the mmonty 
in a ·time when the Treasury is in a less plethoric condition than , ,whether they would allow the leg1slat10n ·to be enacted. Of 
it is at present, the result would be very unfortunate. 1 course that would be in .favor of .the gentleman's partr here-

Mr. KAHN. But could not such a combination of chairmen I ,after [laughter], .but I am sure !he does not advocate It as n 
of committees act, even upon the additional estimates that are partisan .proposition. . 
sent in, ·so that the various committees would all discuss the I • MJ:. -FITZ.GERALD. Mr. Cb::urman, .I have .occupied more 
matter and arrive at some .common •ground? time •than I mtended to .occupy. 
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: :!\-II'; STEPHENS of Texas. Will the g-enUeman yielcl -for a. best judgment. _ I hope my views· wil1 be- in harmony with fue 

question?- convictions o:f the Me-mbers, aml will be neither alarming nor 
1\Ir. FITZGERALD. Yes. distressing to th.em nor to. the country. [Applause-. .} Mr. Chair-
Mr. STEP~S of Texas. I see on the s~ond page of the UULn, 1l reserve the- balance- of: mY time-. 

reuort you have made this statement: Mr·; GILLETT. lli. Chairman, the reply of the- gentleman 
_ Omitting from consideration all sums having to do with the Re~lama- · from- New- Yo-rk to my questron asking-- why he had omitt-ed his 

tion Service and irrigation of Indian lands that are mvolved m tbe usual diseussion of the- co:ati:itien of the Treasury was not ¥e-ry 
estimates for 1916, appropriations for the current year, and total frank or illuminating. I had anticipated wlth much curiosity 
:urumnt recommended. in. the accompanying bill the fQllowing· resultS: are and interest hearing his statement on that subject, but I am 
sbT1~ bm as.. a whole, exclusive or the Reclama-tion. Servic.e, makes are-- no-t surprised that he avoids it. EYen his. remarkable ing.enuity 
duction in the· estimat~ of $9,061,7:4{)..67 and a. r.educ.tion undel~ the wo-uld be at a loss to find any explanation of existing condi· _ 
appropriations for the current year of $1,920,999-.10. tlo .'t,.; h dit bl t th d · "st t' 

Additional to the foregoing amo-unts. for the Reclamation Rervice- the ns W.LUC was ore a e~.e· o e a lll.IDl. .ra. r-on. 
fur-ther sum of $1,275,187.93. submitted in House Doeument No~ 1:481, This is the last of' the-- large- appr-opriatio-n bills. All the 
fo:r:. irrigation. works on certain Indian reservations, was referred to and others have pas ed the House- and are pending in the Senate~ 
considered by the committee \'i!ith.ou1; favorable actit>n. At the beginning, of this sessio-n, on the first appropriation bill, 

I desire to know: from the. gentleman whether that was be- r called th-e attention of the. House- to the: faet that in this year 
cause his committee did not consider that they had jurisdiction of stringency and de-pression, when all individuals were cutting 
of this matter and: that it belonged to some other committee, or down expenses and tr_ying to economize, this administration, 
was it on the merits of the appropriation'?- seemingly unaware of finaneial and industrial conditions~ ap-

1\Ir. FITZGERALD.. The committee felt that the irrigation parentlY' thinkiug that o-llP' ineo.me was not going to suffe1~ like 
projects on Indian reservations were- matters that had been con- othe-rs, ent in estimates for- the- next fiscal year larger than 
sioored by the Committee-- on Indian. Affairs, and that we should had e-ve-r been submitted by any President and calling for- an 
not enter into those- matters. e~enditure greater than the e<nmh-y hacl eve!" indulged in 

Mr. STEPHENS· of Texas. Tha.t was the infonnati:on r de- · during its most prosperous years. 
sired from the gentleman. I saw that the department had re- In the last campaign one ot too main grounds of the attack 
ferred it to the gentleman's co.o:unittee, and we desired to know upon the present administration was its extravagance, and yet 
the reason why it was not pas ed upon by that eommittee, so i_n the face of' that successful attack and criticism, and in the . 
that we could govern ourselves_ aecot-'dingly. face of the unsettled conditions throughout the world, the enor-

1\lr. FITZGERALD. They sent it to the Committee on Ap- m-o:tl.S destruction of' capital1 and the inevitable stringency re· 
};!ropria-tions because the: Indian bilL had passed th.e House, but sul-ting; this administration did not think: it was prudent to do 
we did not feel that that was a sufficient· reason to justify us what eve-ryone- e-lse was-do-ing, and economize, but, blind to the 
in taking up those matters. signs ot the· times,. requested Congress t& app-ropriate money on a 

Mr. STEPHENS of Texas. That is correct. larg-e-1· scale -than ever be-fore-. 
Mr. FITZGERALD. 1\Ir. Chairman,. I have been l:ed into a I said then that not only ought we to. economize in our appro-

not yery profound but a somewhat more or less int-e-resting priations for1916, but that in my opinion ~ere was great dand 
discussion of some matters· not contemplated; t(} be discussed! ger that in tltis· very- fiscal year· the Go-vernment would find it­
when I rose. A. very beneficial purpose will have been accom- self confronted by a deficit. Two months haYe pas~ed since 
plished, howe'\"er, if what has been said here to~day will stim:u- then. Instead o_f' changin.g· fo:r the- better, it seems to me the lapse 
late the thought ·of Members and tb.-e interest o.f the people · of time has- bu-t confirmed my fears. Apparently at last even 
generally in the question of publi.c expenditures. Nothing will the administration became alarmed, and a few days ago it was 
be mot.e pressing in the very near future than the financial· reported that Cabinet m-eetings were- held and the-leaders of the 
problems ef the United Sta-tes. The sooneu 1\.fembers begin to- House and Senate consulted as to whether the appropriation bills 
think of them and what mu-st be done-, regardless ot any party which had granted the- enorllli>us sums requested by the a·o.minis­
consideration or questions of par-ty policy,_ the better it will. be tratio-n could not even yet be clipped. But apparently effort in 
for the welfare and the proBperity of the American J.?eOple. that direction w-as abandoned, and they are proceeding in their 

1\fr. GILLETT. Will th0 gentleman yiet:<J·'f regn.lar ccmrse~ · 
1\lr. FITZGERALD. I wil1. The original estimate sent in asked for approp-riations of 
Mr. GILLETT. I respect the· req-uest o-f the· gentiem.an from $:t,OOO;OOO,ooo-. The revenue were estimated at $1,055,000,000, 

New York- not to be :interrogated a't>.out de-tails, but ] woul'd leaving an apparent deficit o::lf 45,000,000; but the estimates con­
like to ask: him whether· he does not think this bill co-uld be: tru.ned $00,000,000, for the sinking fund, which it w-as not pro­
materially reduced without seriously embarra-ssing the ol:)era- . p0Sed to :really spen-d, se that left ·a surplus of $15,000,000 if the 
tions of the- Go-vernme-nt. revenues should equal expectatio-n. :But under this administra-

1\Ir. FITZGERALD. I shoulU not like to make th-at admission. tiou reveuues have· always fallen below expectation, while the 
So that that remark may not be misinterpreted, let me say that e-x:_penditures have always exc-eeded the estimates, and so al­
ll believe that provisions are mad-e in the-l>il'l fo-r some purposes ready the bins which ha-ve passed the House or been reported 
that could be deferred if' it were essential without- particularly have- exceeded the original estimates by $18,000,000, and that 
impni:ring the public service, but I do not belie--ve that the- temper shouJEl! be increased by. $2,000,000 because of a reappropriation 
of the country or of th-e Congress desires that th-ese things be made in the naval biTI. So that already the appropriations 
deferred. I do not believe th-at the Committee on Appropri:a:- · ex:ceecl the estimates by $20,000,000, and the- surplus of $15,000,­
tions woul.d be ju.stifi.'ed in wi-thliolding appt·opriations for such · 000. is turned into a defi-cit of $5,000,000, and there silll remains 
objects in view ot the known sentiment of the House-. file. Senate toe be reckoned with. Unless it departs from its 

Mr. GILLETT. One other question. I R:now it has alWays imrariable- prerogattve of increasing and n-ever decreasing appro­
been the custom of the gentleman from New York to discuss priations the bills' will be· still larger when they emerge from 
on appropriation bills-and this is the last one of the Iat~ge the Senate an.d :from conference, and the deficit of $5,000,000 
ones from our committee--the condition of the '.rreasury. .1\.fay- will doub-tless be- still greate-r-. 
I ask the- gentleman why he h-as omitted that? It is but fair to- state- that this increase of the appropriations 

Mr. FITZGERALD. ·The gentleman from Ma-ssachusetts over the original estimates. is· not p-rim.arily the fault of the 
knows that I have been very busy considering .and prepar-ing House, as ma-ny of the increases have been recommended by 
the sundry civil bill. Not taking into account the time tbat the departments in suppleme-ntary estimates. Indeed, except 
was devoted to hearings on the Isthmus of Panama, the com- for the $27,000,000 increase in the Post Office bill, due- mainly 
mittee commenced the hearings of the civil-service appropria- to the refusal to follow the reco-mmendation of the Post­
tion bill on the 16th of December, and has continued them dur- ' master General and substitute the· contract system for rural 
ing the holidays and continually until within a day 01~ two. I : carriers, the House hns appropriated less than the administra­
might say that I have been busily occupied in attempting to tfon asked for. 
keep within reasonable limits the amount that shaH be ex:. The revenues t.his year haye thus far been steadily falling 
peuded from the I'nbUc Treasury by authorizations: in this hill. . off, though just how much it is impossible for me to ascertain. 
n has been difficult for me to make that searching analysis- of The customs revenue was estimated at $240,000,000-$20,000,000 
pos ible accessions to the re-venue whieh I should like to ha-ve more than.. the current fiseal year. What ground there is for 
made for· such a discussion as the gentleman sugg€sts. There expecting increased imports ot dutiable goods next year it is 
i-s about a month left, however, and if any public emergency difficult for me to comprehend. Conditions in Europe certainly 
should arise and I should imagine that any observations by do not look any more favorable-, and we ru.·e quite as apt, I 
myself would be of any particular interest to anyone or of any think, to huv-e a loss of $20,000,000 as a gain of $20,000,000. I 
benefit tQ the country, I may a-ttempt to discuss our financial still think that in the present fiscal year we are likely to face 
condition; and if I do, I shall do as I have always done-I a d-eficit. and that before the 1st of next .July the adm.inistration 
shall giTe the House the benefit of my unbiased opinion and my will be selling bonds in order to pay the running expen.o;;es of 
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the Government and keep a balance in the Treasury. That 
balance has shrunk from $145,000,000 on the 1st of July to 
$55,000,000 on the 1st of February. That is an average loss of 
$13,000,000 a month, and the Treasury balance is now reduce4 
to as low a figure as Treasury officials have generally thought 
safe. But there is nothing to indicate that the trend will change 
a't all during the next four months, and at that rate by the 1st 
of June the Treasury would be empty. Indeed, when it reaches 
the $50,000,000 mark it is generally considered to need re-
plenishing. . 

Of course in June the income tax flows in. That is esti­
mated by the department at $80,000,000-$40,000,000 from cor­
porations and $40,000,000 from individuals. Last year those 
taxes brought in $71,000,000. I can not see on what ground 
they are expected to produce more this year than last year. 
Last' year the Secretary's estimate was $16,000,000, or 20 per 
cent too hlgh. I should not be· surprised if his estimate this 
year was equally erroneous. To be sure, last year the de­
pressing and disturbing effect of the Democratic tariff law re­
duced incomes, so that the tax produced far less than was antici­
pated. This year, while the tariff continues its blighting effect, 
we have in addition the tremendous disturbance caused by 
the war, and there is every ·reason to expect a great falling off 
instead · of an increase in incomes of both corporations and in­
dividuals which will be reflected by a reduction in the revenue 
from that tax. 

But allow that the income tax brings $80,000,000-the full 
amount of the Secretary's estimate-and that other conditions 
remain the same-and there certainly is now no material pros­
pect of a change-what would be the condition of the Treasury 
during the next fiscal year for which these appropriations are 
made? ·An excess of expenditures over receipts of $10,000,000 
a· month from now till then amounts to $50,000,000. We have 
now $55,000,000 in the Treasury. 

Mr. MANN. Oh, less than $54,000,000. 
. Mr. _GILLETT. A million does not make much difference 

now. 
Mr. MA1\TN. It shows how rapidly it is decreasing. 
Mr. GILLETT. It does. Every time I look it is less than 

the last ti.nle. 
Mr. MADDEN. Will the gentleman yield? 
Mr. GILLETT. I will. 
Mr. MADDEN. · I want to call the gentleman's attention to 

the fact that it is likely that the income tax and the post-office 
revenue is going to fall off, too. 

1\lr. GILLETT. The income tax brings $80,000,000, making 
$135,000,000. Subtract from that $50,000,000 which we will 
lose before July 1 .and it leaves $85,000,000 on hand July 1. 
That is only a little more than the safe working balance of 
$50,000,000. But they estimate that the emergency tax will 
bring $10,000,000 less in 1916 than this year, and there will be 
nothing to fill the Treasury again until the following June; 
so that if the present rate of revenue continues, long before the 
middle of the next fiscal year we will again be reduced to the 
issue of bonds to pay running expenses. And yet, in face of 
these figures, the Secretary of the Treasury issues a formal 
statement after the Cabinet meetings and conferences with Mr. 
UNDERWOOD and 1\fr. FITZGERALD, saying that the conclusion was 
reached that no reductions could be recommended in the ap­
propriations, and no action was necessary to provide more reve­
nue, and there was no occasion for unfavorable reports about 
the condition of the Treasury. I sincerely hope he is correct, 
but I believe he is indulging in optimistic day dreams and taking 
counsel of hope rather than reason. Of course some favorable 
change may come to increase the flow of revenue, but no sign 
of it can be pointed out except psychologically, and unless it 
comes our Treasury is sure to be emptied. 

Our imports are steadily decreasing-they were $138,000,000 
in October, $126,000,000 in November, $114,000,000 in Decem­
ber-so that our customs revenues are also shrinking. Appar­
ently nll the sources of income for the Government are slowly 
drying up; we are liable to have a deficit in this very fiscal 
year; and yet, in the face of all that, there is evidenced by the 
administration no recognition of these conditions, no attempt at 
economy, no cutting off of expenses, no attempt to save the 
Treasury. To be sure, the Secretary of the Treasury did say 
in his annual report : 

As long as the expenditures of the Government exceed its income 
there is always danger. A corollary of a weak treasury is impaired 
confidence. · 

But this recognition of the danger is not accompanied by any 
net to avert it, and apparently we are drifting on, appropriating 
larger sums than ever before, as if the world were at peace, 
conditions were normal, and we could afford to gratify all our 
desires. Such a· policy is unsound, reckless, and improvident, 

and unless some sudden stroke of good fortune sliould overtake 
us we are likely to face, unprepared, those exact dangers which 
the Secretary of the Treasury points out. And the administra­
tion is bending its whole energies to force through a reluctant 
Congress a shipping bill which will involve the expenditure of 
$10,000,000 more and an annual deficit which can not be reck­
oned. 

But the retort is always made by a majority to a minority 
" Point out to us where you would economize." It is not a fai; 
retort,. because such economy ought to be undertaken by the 
execut~ve departments when they are framing their estimates, 
survermg the whole field of Federal expenditure and balancing 
the different departments, and then it ought to be followed up 
in the co~~ttee room, where the close scrutiny and detailed 
examina~I?n Is ~ade. But the minority have already saved for 
the admimstratwn $30,000,000 by the filibuster against the river 
and harbor bill in the Senate last ses ion. 

There are ~~veral items in this very bill which I think, under 
p_resent cond1tions, ought to be omitted. There are appropria· 
twns of about $10,000,000 for public buildings which have not 
yet been even commenced and for which no contracts are out· 
standing. They are all of them 1 uxuries, and, in my opinion, 
many of them are extravagances which ought never to be in­
dulged in, no matter how rich we are, but which certainly 
ough:t to be postponed to a time when the Treasury balance is 
not m danger. There would be a saving of $10 000 000-quite 
a tidy sum for a depleted Treasury. ' ' 

.Mr. AUSTIN. Mr. Chairman, will the gentleman yield? 
~r. GILLETT. . Yes. 
Mr. AUSTIN. Will not the $9,000,000 go out into circulation 

and employ many idle men? , 
Mr. GILLETT. We might as well say "Issue bonds for a 

thousand million and employ them all, if 'you are going to em­
ploy any, and not exercise favoritism." 

Another appropriation which I think could be well deferred 
is the $3,000,000 for the physical valuation of railroads. When 
that project was first considered it was estimated to cost from 
$2,000,000 to $3,000,000 and to require three or four years for 
completion. Then the next year the estimated cost rose to an 
outside cost of $5,000,000, with a limit of five years for comple­
tion. Now it is estimated that it will cost from $15,000,000 to 
$20,000,000, and we have no certainty that it will not cost twice 
that. Moreover, it will cost the railroads probably quite as 
much more, for we were told that it is now costing some of the 
older roads twice as much per mile as it costs the Government, 
and that, too, the people have ultimately to pay. How long it 
will take no one can accurately foretell or whether the infor­
mation will not be so obsolete a:s to be practically useless. Ad­
mitting that the statistics will be valuable in various ways, they 
are, after all, a luxury which we can live without and which we 
might well postpone until the Treasury could endure the drain. 

There are two large expenditures which might be lopped ott 
and cause no suffering to the people and much relief to the 
Treasury. 

But my main criticism is not against these special e timntes 
and appropriations but against the indifference, the ignorance, 
or the procrastination which failed to carefully survey the 
whole field and outline economies which would have left our 
Treasury in a safe condition to weather any storm. I do not 
wish to be an alarmist or to excite undue apprehension about 
the Treasm·y, but I think the facts ought to be recognized, and 
with the Treasury balance reduced to $55,000,000, the lowest 
it has been since the Cleveland administration, and with an 
average· excess of expenses over receipts of from $10,000,000 to 
$13,000,000 a month, it seems to me the Government will be 
reduced to issuing bonds to pay its running expenses before the 
1st of June. 

l\Ir. P A.GE of North Carolina. Will the gentleman yield for 
a question? 

Mr. GILLETT. Certainly. 
Mr. PAGE of North Carolina. Personally, I agree with some 

of the statements the gentleman has made about the pos ible 
saving at this time which could have been effected in this ap­
propriation bill and some others, but, knowing the gentleman's 
sincerity, I want to inquire how he voted yesterday on the 
proposition to build one battleship or two? 

Mr. GILLET'.r. Well, unfortunately, I could not vote, but I 
was paired in favor of two battleships, and I expressed in some 
remarks I made a week ago the full reasons, and if the gentle­
man will read tllose he will find there is no inconsistency with 
what I am saying now and with my vote on yesterday. 

Mr. PAGE of North Carolina. Mr. Chairman, I want to as­
sure the gentlemon tllat the tmrpo_se of my question was not to 
reveal any inconsistency whatever. I think the gentlem·an is 
more consistent than the ayerage Member of the House in his 

/ , 
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_votes and stai.ements, and I really did not know how the gen­
tleman did vote ,Y,esterday [_lfte~·noon, ··buf I thought if h~ ~ived 
-qp to ~e s~tement he ·.vas maki~~ this morning, surflY he 
-roted with us for one. . . 

Mr. GILLETT. Mr. Chairman, fo1; the first time since I have 
been in ·congress I voted for two battleships on yesterda\r, and 
I gave my reasons very fully in a speech a week ago, and if 
the gentleman will read that, though it may not convert him, it 
may perhaps satisfy him of my continued sincerity. 

Mr. BARTLETT. Will the gentleman yield for an inter­
ruption? 

Mr. GILLETT. Certainly. -
Mr. BARTLETT. The gentleman stated the large ·amount 

appropriated for the })hysical valuation of railroads. Would 
the gentleman suggest that that work be suspended during tbe 

. next fisca 1 year? 
Mr. GILLETT. I certainly would. 
llr. BARTLETT. The Appropriations Committee had the 

members af the Interstate Commerce Commission before them 
about it Did they reveal how much money already appro­
priated :was expended? I was not present at that hearing. 

Mr. GILLETT. I do not care to take time to go into those 
detuils now. I do not wish to be discourteous to the gentleman, 
but I do not care to take time "for that. I "Simply say that GOuld 
be well postponed. . 

1\ir. BA-RTLETT. Does the gentleman intend to call atten­
tion to the Alaska railroad propoBition? 

M.r. GILLETT. I do not think I will sa_y any more now 
about specific items. There are a number of items in the bill 
which I ·think should be dropped. I have not mentianed all of 
them. I ·tried in the subcommittee to Teduce many, which, of 
course, I can not properly reveal, but I simply suggest now the 
two largest reductions and postpone,ments which I think should 
be made out of deference to the condition of the Treasury. 

Mr. BARTLETT. Does the gentleman think :that the appro­
pr:iations carped in this bill for the continuation of ,the Ala£ka 
railroad project-! do not mean discontinued permanently­
could be safely deferred? 

Mr. GILLETT. I do; that is .another one which 1 think 
could be deferred. There are $2,000,000 more to be saved. 

Mr. :MARTIN. Wi11 the gentleman yield? 
~!r. GILLETT. 1 will. 
Mr. MARTIN. The gentleman has given us · approximately 

$ 5,000,000 as the possible balance in the Treasury on the 1st 
of Jnly, based upon the estimates by the Treasury Department, 
which he says he does not believe are accurate. I would like 
to ask the gentleman if he will favor the committee with his 
opinion as to the approximate condition of the Treasury on 
the 1st of July coming? 

Mr. GILLETT. 1\Ir. Chair·man, I do not ·care to give that. 
1 do not think I can prophesy exactly. I think that the income 
from the income tax will fall at least $10,000,000 below what 
the administration estimates, and I should not be at all sur­
prised if it were $20,000,000. 

And yet the Democrats still dare to call themselve-s the party 
of economy. For last year, when they made the largest appro­
priations ever known in the history of tb~ ·Government, they 

· might now make the excuse that they did not foresee the 
European war, and that they honestly, though mistakenly, be­
lieved that their new tariff Jaw would draw into the Treasury 
ample revenue so that, although the expenditures would be 
enormous, the receipts would be correspondingly and ade­
quately \ast. That is, of course, a fair excuse. What is ex­
travagance in a pauper might seem parsimony for a million­
aire. It is bard to prove that a person or a government is 
extravagant which lives within its income. During that series 
of years when the Democrats so unceasingly denounced us for 
extravagance they at least could not charge that we did not 
provide ample means to pay for them. But now they not only 
exceed in amount those appropriations which they so fondly 
denounced as extravagant and profligate, but they fail to pro­
Tide the revenues to meet their bills, which they now call, in 
the words of the Secretary of the Treasury, "the lowest figure 
consistent with efficiency of the service and the proper con­
duct of the business of the Government." They, the self-satisfied 
monopolists of economy, outrage every principle of sound 
finance. They appropriate money for larger expenditures than 
even last year, while at the ~mme time they know that the 
stream of revenue, insufficient before, is steadily dwindling 
ana with no sure prospect of replenishment. Their reputation 
for economy has shrunk even more than the balance in the 
Treasury. , 

There are muny items of expenditures disclosed in i:he hear­
ings on thi~ bill which s~ggest criticism, or at least · inquiry . . 

Most o'f them 1l.l'e small-individually may seem trivial and 
J;etty-but I Bhall point out a few of them, because, while ea.ch 
is Of no great consequence in itself, yet repeated small instances 
indicate a trend and form a habit, and it may not be harmflJl 
for the departments to know that their items are watched and 
may be criticized. 

A f-ew years ago there was loud comJ)laint here because of 
the number of horses and carriages maintained for officials 
of the departments at Government expense, and the abuse was 
restricted, and I remember nearly the whole of one afternoon 
was spent discussing whether the State Department was ex­
travagant in spending near1y a hundred dollars a year foo: horse­
.shoeing. I observe now that for the use of the Secretary of 
War there are kept one 4-seated carriage, closed; one 4-seated 
carriage, open ; one 2-seated carriage, open; and one 2-seated 
carriage, closed ; and this not being enough to convey him in 
proper state to his official duties, there was purchased for his 
use out of the fund for transportation of the Army and its sup­
plies an automobile costing $4,850. 

I do not criticize the Secretary of the Navy for visiting the 
di_fferent navy yards at Government expense, nor do I think it 
was necessarily -superfluous for the Assistant Secretary to fol­
low shortly after with .a similar visit, but I do not see why the 
superior dignity of the Secretary required an expenditure of 
$687, while it -cost the assistant only $489 ;. nor do I see why 
the Secretary should charge the Government for an " official 
trip" from Washington to Lincoln, Nebr. I appreciate and ad­
mire his loyalty in visiting that smine, but that worship bas 
been sufficiently profitable to him .already to allow him to pay . 
his own .expenses. If his visits to navy yards Jlad resulted in 
some effort to abolish some of the useless .ones, there would 
be less disposition to scrutinize t.liem. The Government paid 
$1,433.71 for the official u~ips of the Secretary alone last year, 
including visits to such scenes of naval activity as Spokane, 
Butte, Denver, Salt Lake, Omaha, Pitt;sburgh, and -so forth. 

1\Ir. BUTLER. It is not pretended there are any 'naval ·Sta­
tions at these 'Places. What was the official business .of the 
Secretary of the Navy at Lincoln, Nebr.? There is not any 
water there. · 

1\Ir. GILLETT. I just point-ed out that I did not lmo,v. 
1\Ir. SLOAN. Wilf the gentleman yield? 
Mr. GILLETT. I will. 
Mr. SLOAN. I trust the gentleman will not detract in .any 

way from the naval station at Lincoln. It is located on Salt 
Creek. 

1\Ir. GILLETT. The Secretary of the Treasury is also a 
luxurious traveler. For a month's trip with the Secretary of 
Agriculture and their attendants to prepare for the establish­
ment of reserve banks the Government paid $6,663:01, over $200 
a day. I .guppose they thought the magnitude of their financial 
purpose l;illould be reflected in their expense account. 

Mr. HEUL Will the gentleman yield? 
1\It< GILLETT. Certainly. 

. Mr. HELl\!. Does the gentleman recall a famous trip taken 
by an ex-Secretary of War, later President of the United States, 
Mr. Taft, with a ·shipload o"f guests and acquaint211Ces and 
friends to the Philippine Islands, that exhausted the en.tire ap­
propriation of about $200,000 or more for that purpose, and that 
they were subsequently compelled to draw on some contingent 
fund for $70,000 or $80,000 additional? 

Mr. GILLETT. I do not know anything about the e:Ypense. 
There was such a trip by Congressmen to inspect the Philip­
pines. 

But .to atone for a,ny .extravagance in traveling-if there was 
any, of which I am not certain, though the figures indicate it­
the Secretary boasts 'in his report of one great saving which 
was detailed to our committee. Gold .coin had a~ways been 
shipped from one point to another by express. The brilliant 
thought occurred to the Secretary of saving these express fees 
and sending by parcel post. In that way he would only ha\e _o 
pay the Post Office Department, and really would not pay at aU, 
a ::; it is only a matter of bookkeeping, transferring a credit from 
the Treasury Department to the Post Office Department. The 
express companie1 insured the gold while the Post Office did not. 
Seventy-eight million dollars in gold coin ha-re been shipped 
from the mint _in Philadelphia to the subtreasury in New York 
by separating the coin in small bags so that each bag came 
within the parcel-post limit of 20 pounds, and in that way be­
tween 100 and 200 tons of gold were made up into small pack· 
ages and sent to New York at no cost to anyone except the rail­
roads, and the Secretary plumes himself on this .business trans­
action . 

. My instinct is not to critici>;e any vlau which sayes money 
for the Government, for it is so uuif~rmly imposed upon anll 
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buncoed, its operations are conducted at such great cost com­
pared with any other business, that I applaud any_ device f~n· 
savinO' which ·is reasonable and decent. If at present the raAl­
roadso were being overpaid for their carriage or parcel post I 
might tllink this was a shrewd device to get even. But whe.:.1 
they are notoriously rmderpaid and the extra load and exp~nse 
imposed upon them by the p~rcel post has never yet been fall'l.y 
computed and provided for, to make up shipments of sevent:v­
eight millions of gold coins into little bags and compel the rail­
roads to carry it for nothing, requiring special trains and _serv­
ice, is a ~ort of Shylock performanc9 unworthy the Na~10n~l 
Government and although it saved us monE.y, I do not thmk It 
au achieve~ent to boast of. If it indicated a painstaking dis­
positiori ·to save money in the extrt:illity of the Treasury it would 
be more excusable, but as a sporadi<.. outburst of ec~momy and 
a specimen of mean and unfair dealing, it is not creditable. 

Mr. GOODWIN of Arkansas. How much was that savi_n~? 
1\fr GILLETT. I have forgotten the amount of the savmg. 

I thi~k it was about $35,000. It was a material saving, how­
ever. The express companies have to insure the gold, and the 
Darcel post does not insure it. · . 
· Mr. PLATT. Was that gold really shipped from Philadelphia 
to New York without being insured in any way? · 

1\lr. GILLET'.r. It was. 
. 1\Ir. PLATT. And if it had been lost, the Government would ~ 
have had no recourse? · 

1\fr. ·GILLETT. It would .have had no recourse. 
Mr. ·PLATT. Well, I think that is pretty poor business~ . 
Mr. GLASS. Right on this point may I interrupt. the gentle-

man? Does the gentleman know whether or .not the Treasury 
Department has created this co_ndition . of affairs which up to 
12 months ago had prevailed for 30 years? The Government of 
the United States for that period--

1\Ir. GILLETT. I am yielding for a question. If it is not a 
question, I do not care to yield. 
. Mr. GLASS. It is a q,uestion, but not a long one. 

l\1r. GILLETT. I do not care to yield for a statement. 
1\fr. GLASS. .The Government of . the United. States for a 

period of 30 years--
Mr. GILLETT. · Now, Mr. Chairman, I decline to y~eld any 

further. That is a statement. . 
Mr. GLASS. I have to · make the statement in order to ask 

the qu·estion. · 
The CHAIRl\lAl~. The gentleman from :r\lassach~setts de­

clines to yield. 
Mr GiLLETT. Another act of the Treasury Department 

which seems to me 0-f a similar character a·nd spirit is con­
nected with collection of the income tax. The law imposing an 
income tax provides (sec. 2d, sixth proviso) : 

That persons liable fOL' th~ normal income tax only, on their own ac­
count or in behalf of another·, shall not be required to make return of 
the income derived from diviC!ends on the capi~al stock or f~o~ the net 
earnings of corporations, jomt-stock. compames, or assoc~atwns and 
insu:-ance companies taxable upon their net income, as heremafter pro-
vW~ • 

Persons whose annual net income is more than $3,000 and not 
more than $20,000 are liable for the normal income tax only. 
· The Treasury Department form 1040 for the retu_rn of ?et 
income during the 10 months of the year 1913 reqmred (llne 
2, p. 2): 

'Iotal amount of income derived. ~rom dividends on the stoc.k ?r from 
the net earnings of corp?rations,. JOlllt-stock companies, associations, or 
insurance companies subJect to hke tax. · 

On February 7, 1914, the Treasury Department issued_ to col­
lectors of internal revenue a circular (T. D. 1945) quotmg the 
pro•iso of the income-tax law above set forth and saying: 

You are informed that returns of indivldu1!-ls, when s~ch individ~als 
are subject to the normal tax only, need not mclude the mcome derived 
from the dividends or net ~aynings referred _to above .. ·When. individ­
uals are subject to the additional tax, such mcome denved from said 
dividends or net earnings must be shown on the return. 

This appeared to settle the question conclusivel_y, and it w_as 
to be expected that a revised form. would make 1t clear to_ m­
come-tax payers exactly what reqmrements they were obliged 
to meet. 

But form 1040, revised, i~sued for. individual tax returns for 
1914, contains (line 25, p. 2) : . , . 

Dividends on stock or from the net earnings of domestic. cOI·por::ttions, 
joint-stock companies, associations, or insurance compames subJect to 
like tax. • · • 

'l'he caJltion of page 2 of this form reads as fqllows: . 
'l'bis stn temen t must show in the propel' spaces the· eJ?tire .a moun~ of 

gains, profits. and Income received by or acct·ued to the I_Ddlvtdual f_rom 
all sources <Jul'lu~ the .rem· spccilicd on page 1, . except m.come _det·Iveq 
from the olJii"ntlons of the United States or any ~f tts_possesswn_s, 01 
o!' any . State o1· politicnl sulldivision thereof, includmg. dJ~tt·_l<;t dram:'ge 
110nds, nrHl amounts paid hy n Stnte ot· .any political subdivisiOn thereof 
fm· services n:.ndered as. any . pfficet· or eJ;Dp~oyee. . . -· 

Paragraph 1. instructions, page 4 of this form, states : 
This return l!hall be made by every citizen of the United States, 

whether residing at home or abroad, and by every ·person ·residing in 
the United States, though not a citizen thereof, having a net income of 
$3,000 or over for the taxable year. · 

Ani the affidavit on page 4 is equally comprehensive. 
. Thei·e is not a ·line or word anywhere in the form to 'indicate 

the exemption of income from corporate stocks in the case of 
individuals not subject to· the additional tax. 

This class of income-tax payers-those having a total net 
income of not more than $20,000-constitute numerically an 
enormous majority of those affected by the tax; and few of 
them are familiLr with the law, or so sure of the law; as to 
maintain their righfs against the express provisions of a Treas­
ury Department requirement. This requirement operates as an 
inquiry into their private affairs from which the statute ex­
pressly exempts them. Thus the Treasury Department, know­
ing that it has no 1jght under the law to demand from the 
great ·majority of the persons affected information as to the 
stocks which they possess, after it has been called to their atten­
tion and they have ruled and admitted that they have no such 
right, still send out a form demanding such information, threat­
ening a heavy penalty for failure to give it, and making no 
suggestion that anyone is excused from it. It is an unjustified 
and mean attempt either to collect' from innocent citizens taxes 
which they are under no obligation to pay, or to spy into their 
affairs and acquire · information about their property which 
they are not obliged to reveal. 

I ·can see no excuse for it. It is an irritating assumption of 
i11egal power, a meddlesome attempt to encroach upon the 
rights of citizens unworthy any officer of a great Government. 

Mr. MADDEN. Mr. Chaii·man, will the gentleman-yield for 
a short question? 

1\Ir. GILLETT. Yes. 
Mr .. 1\fADDEN. ;Has the gentleman thought of the fact that 

there is a recent ruling by the Secretary of the Treasury that 
no person will be allowed to deduct his losses from his income 
this year? · 

Mr. GILLETT. No. I was not aware of that . 
. The Secretary- of the Treasury in his estimates suggested 
ano.ther great economy and reform, which I am happy to say 
the committee did not adopt. He recommended that for the 
erection of public buildings throughout the country a _lump 
sum of $14,000,000 should be segregated, leaving it to him to 
determine how and when several millions of that money should 
be spent. This would be very useful for him. It would compel 
every Congressman who wished a building commenced or com­
pleted 'in his district to go to the Secretary and make ter~s with 
him. [Laughter.] 

Mr. FITZGERALD. That provision did not originate with 
the present Secretary. It was originated by Secretary .1\Iac­
Veagh, and has been recommended several times and always 
refused. 

1\It·. GILLETT. It would have been more effective, I sus­
pect, this time than it would have been under any other a_drninis-
tration. . 

l\Ir. FITZGERALD. That is only on the theory that this is 
a more effective administration: 

1\Ir. GILLETT. Millions of congressional pork would be 
absolutely in the control of the Secretary, to be doled _out at 
such times and on such conditions as he shou.ld determme. , 

The influence of the Executive on Congress during this n.dmin­
istration has bee:ri greater than at any ti.¢e since the reign of 
Andrew Jackson. Its growth is one of the most dangerou~ 
symptoms in our politics. It makes _one fe~l like rntroduci!lg 
in our parliament the famous resolutwn wh1ch Col. Barre m­
troduced under George III a century and a half ago-" The in­
fluence of the Crown has increased, is increasing, · and ought to 
be ·diminished." But here is a shrewd proposition of the Sec­
retary of the Treasury to increase enormously the pa~ronage 
and influence of the administration. I suppose, as ~he . offices 
have been largely distributed, and perhaps are giv.ing ~ut, some 
new source of power had to be invented, and here was di~coYered 
a fine method of continuing the dependence and subservience of 
Congressmen. · · 

:My own Massachusetts delegation offei·s n good illustration 
of that dependence in the past. In this Congress there were 
eiO'bt Democratic Members. Two of them have been reelected 
too tile next Congress. Of the other six, places have· been pro­
vided for one as Assistant Secretary of the Treas~ll'y, ·for ' ~wo 
as postmasters of their home 'cities: and f< r one ns. United 
States marshal. Of the others, OJ?e s1gued n rCJ!Ort n~1nst th~ 
ndministrntion's pet measure, the sh.i11ping bill, nncl so, of conrse, 
1m t .llirnself· without. .the vnle; b.ut· \-yh.v the . other lone l\I ~mber 
has been discriminated against nnd still left outside the brenst7 

' . ~· 
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works of patronage, I do not understand. Perhaps the· plum is 
still kept dangling. [Laughter]. Thus the dependence of the 
executive and legislative branches of the Government is main­
tained. Thus the policies of the administration win the support 
of an appreciative and grateful, if not an impartial, majority in 
Congress. 

We see by the press that the President has invited the Pro­
gressive Senators to talk with him about the shipping bill, and, 
about the same time, that he is considering the appointment of 
one or two Progressives on the Trade Commission. Remember­
ing how he removed the only Republican member of the Civil 
Service Commission and filled his place, which the law did 
not allow to be held by a Democrat, with the nominee of a 
Progressive Senator, and how long and faithfully that Senator 
supported adm.inistration measures, I shall watch with interest 
these contemplated appointments. On the ' Trade Commission, 
:ls on the Civil Service Commission, the law compels the ap­
pointment of some members of the minority party. The Reserve 
Board had no such limitation, and accordingly all eight mem­
bers of that board were Democrats. In many parts of theeoun­
try the Progressive Party has dissolved, and in his Indianapolis 
speech the President made a strong appeal to them to join the 
Democratic Party. Under these circumstances, is it · obeying 
the spirit of the law to appoint accommodating Progressives as 
representatives of the minority pai·ty? [Laughter.] 
· In the recent campaign I was criticized by my opponent on 
the stump because I had· said: 

He [the President] has certainly shown himself a wonderful m':J.ster 
in the distribution of patronage. The most experienced politician has 
never shown greater sklll in pacifying a voracious animosity by the 
distribution of loaves and fishes than this college professor. 

I see no reason to retract or modify the statement. I spoke 
of Andrew Jackson, the great spoilsman, as the prototype of 
this administration. But I have discovered an earlier model. 
In the history of the Lewis and Clark expedition I find the fol-
lowing: . 

The chiefs and warriors held a council among themselves to decide 
on the answer to our speech, and the result was that they confided in 
what we had told them, and resolved to follow our advice. This reso­
lution once made, the principal chief, Tunnachemootoolt, took a quan­
tity of flour of the roots of cows, and going around to all the kettles 
and baskets in which his people were cooking thickened the soup into 
n kind of mush. He then began an harangue, making known the 
result of the deliberations among the c.hlefs, and after exhorting them 
to unanimity concluded by an fnvitation to all who agreed to the 
proceedings of the council to come and eat, while those who would 
not abide by · the decision of the chiefs were requested to show their 
dissent by not partaking in the feast. 

[Laughter.] 
The concluding appeal of the orator effectually stopped the mouths of 

every malcontent, and the proceedings were ratified, and the . mush 
devoured with the most zealous unanimity. 

[Laughter and applause.] 
Tunuachemootoolt lived a hundred years before his time. 

He should be canonized with Andrew Jackson as one of the 
patron saints of the Democratic Party. Does not his state­
craft charmingly illustrate and anticipate ·the success of this 
administration? And if the request of the Secretary of the 
Treasury had been granted and he had been given full control 
over the expenditure of the fund for public buildings, what an 
eager rush there would have been toward the bowl of mush and 
what unanimity in voting! [Laughter.] 

IIi glancing over the list of special attorneys employed by 
the Attorney General my eye happened , on the two familiar 
names of Bryan and McAdoo, and an unsuspecting interest in 
the pursuit of abstract truth brought out the surprising infor­
mation that these names were attached to the persons of sons 
of two Cabinet officers. The Attorney General obviously knew 
earlier than we did of the animating principle of the premier 
of thi:5 administration expresserl so forcibly in. the now famous 
Vick letter, and indicating that 'Government offices exist in order 
to gh·e employment to deserving Democrats-and,· of course, all 
members of the family should be included. The Secretary of 
the Treasury is to be congratulated on having a son so brilliant 
and precocious that when just commencing the practice of law 
he is worth $2,000 a year to the United States as a lawyer. 
The son of the Secretary of State, the premier of the admin­
istrn.tion, was, of course, worth a higher salary. 

} .. s indicating how the principles of the Democratic Party, like 
everything else mortal, are subject to change, I am reminded of 
an incident in the Forty-fourth Congress, when the House was 
Democratic and removed from office the Doorkeeper, Fitzhugh, 
the man who attained fame by th~ expression, "I'm a bigger 
man than old Grant." The report of the Committee on Rules 
recommendlng his removal contains this sentence: 

The appointment of his son, a mere boy, to a $2,100 place, a:nd when 
that was vacated by him then his reappointment and retention as tlle 

. . 
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clerk at a salary of $1,800, shows a disregard of a principle of civil 
service frequently commented upon of late. 

This referred, of course, to nepotism: How heretical and 
antiquated that sentiment would seem to this administration ! 
[Laughter and applause on the Republican side.] 

In a recent speech the President compared himself to the 
captain of a college football team. He did not give any details 
of his organization, but it does not require much imagination to 
fill up the membership of his first team. I venture to make a 
guess at it. The President, as he says, would be captain. The 
captain has despotic authority. No one questions his commands 
and the slightest disobedience is punished. So far the Presi­
dent's metaphor is perfect. The President would also doubtless 
fill the position of quarter back, the o'ne who gives the orders 
on the field. The title of end men is so appropriate to those 
pro.moters of national merriment, Secretary Daniels and Secre­
tary Bryan, tliat I am sure no one would contest with them those 
places. The stalwart form of the chairman of the Ways and 
Means Committee would doubtless be selected for center, whose 
duty it is to pass the ball up to the quarter back, having first 
received from him exact and explicit orders. The tackles would 
be those wiry athletes [laughter], the chairman of the Finance 
Committee of the Senate and the chairman of the Appropriations 
Committee of the House [laughter and applause], although after 
our colleague had made his speech describing the mess of the 
Democratic Party he might be relegated to full back, and even 
farther back than that, although he would certainly be brought 
forward again when any kicking was to be done, for no one 
would dispute his preeminent qualification in that line. 
[Laughter .. ] For half backs to carry the ball the captain would 
undoubtedly select those two dispensers of patronage, the Post­
master General and the Secretary of the Treasury, for he could 
be · certain that no member of the team would ever lose sight of the 
ball as long as they carried it, but would follow them desperately 
and unfalteiingly to the goal. It is a question whose tactics 
would be most successful in advancing th~ ball, the elusive and 
sinuous and artful dodging of the Secretary of the Treasury or 
the mad, headlong, straightforward rushes of the Postmaster 
General, but each could be sure of the team's enthusiastic sup­
port until the. last office was distributed. There ar'e so many 
candidates for the position of guards, particularly guards of the 
Treasury, and they are all so incompetent, that I shall not un­
dertake to guess who would be selected. And when the line was 
formed for a grand, final struggle and the captain wished to call 
upon the team for their superrnost exertion and extract from 
them the last frenzied ounce of strength he would doubtless 
shout out to them the signnl, not in the usual mysterious num­
bers, but in four gladdening letters-P 0 R K-and with · that 
incentive and inspiration the team would put forth their ex­
tremest effort. [Laughter and applause on the Republican side.] 
As long as the intoxication of that magic slogan lasts who could 
withstand their onset? 

Thus I have endeavored to point out some of the defects which 
came to my mind during the formation of this bill. I will say 
frankly what I am sure you ,,·auld not otherwise suspect, that 
I do not claim to have always spoken in a purely judicial and 
impartial spirit. Very likely some of the items I have called 
attention to were quite justifiable. But I consider that a proper 
function of the minority is to call attention to abuses or probable 
abuses or tendencies which may grow into abuses. We may not 
succeed in righting or even discovering a wrong, but it is always 
healthy for any administration to know that to commit wrong is 
unsafe, that it is watched, that it may be detected, and is never 
secure against disclosure and public criticism. [Applause.] 

Mr. FITZGERALD. Mr. Chairman, how much time has been 
consumed on both sides? 

The CHAIRMAN. The gentleman from ·New York used 1 
hour and 12 minutes and the gentleman from Massachusetts 
53 minutes. 

Mr. FITZGERALD. I yield 20 minutes to the gentleman 
from North Carolina [Mr. PAGE]. 

Mr. PAGE of North Carolina. Mr. Chairman, it is not my 
purpose to undertake to reply to the very able speech that has 
been delivered by the minority leader on the Appropriations 
Committee [Mr. GILLETT] nor to address myself to the bill under 
con:sideration at this time. An incident that has been brought 
to my notice within the last few days in connection with the 
administration of the tax laws of the District of Columbia in 
the matter of assessment of taxe~. relative to which a great 
deal has been said at one time and another by various people 
in the consideration ot the District bill and District legislation, 
leads me to call the attention of the House, and incidentally 
those who are administering the laws of the District of Colum-
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bia, to tHe situation that exists in connection with the levy and 
·collection of taxes. 

The contention has been made by certain gentlemen in tbis 
connection that the levy of taxes both as to assessment of real 
estate as well as of property that is covered under that assess­
ment in the District o! Columbia, is extremely favorahle to the 
property owner here. On the other hand. there are those in 
the House, as elsewhere, who have contended with a good deal 
of vehemence that the property owner in the District o! Co­
lumbia bears as great burden of taxation as does the average 
citizen of the States of the Union or other municipalities. 

I am not at this time going to express an opinion as to 
whether or not the contention of those I have first mentioned is 
true or that of the latter. There is a feeling on the part of a 
great many Members of this House that there are .certain 
clas es of property owned in the District of Columbia that 
should be placed on the tax list which at present, under the 
law, are not. Under the present law there is an assessment 
levied upon the property of the District through an organiza­
tion in the asse sor's office, as far as real estate is concerned, 
of a valuation of not less th.an two-thirds and 1! per eent on 
that valuation. 

The law also- provides for an assessment against tangible 
personal property, and the rate placed upon this is also 1! per 
cent. However, the law under which this tax is levied has 
upon a little investigation upon my part revealed its weakness. 
Further than this, I am satisfied that those who are adminis­
tering the law in the matter of placing an assessment, particu­
larly on personar property in the District of Columbia. are not 
carrying out the law as it is written-certainly not in spirit. 

Necessarily, in order to bring to the attention of the House 
the matter I have in mind, I am forced to be personal. So far 
as I remember, during my residence in the District of Colum­
bia for 10 years I have never been asked to file an inventory 
with any official of the Di~trict of the personal property that I 
own. I find that a great many other gentlemen with whom I 
have conversed are in exactly the same condition. 

The other morning, a few days ago, I received from the as­
sessor's office of the District of Columbia a notice of a delin­
quency on my part for not having paid taxes on personal prop­
erty. I presume other gentlemen may or may not have re­
ceived a ~ke notice. That notice read as follows: 
Ron. ROB-ERT N. PAGE, 
· 1821 ParT~ Road. 

SIR: You are hereby notified that the board of personal tax ap­
praisers, under authority of the act of Congress approved July 1, 1902, 
as amended by the act of Congress approved April 28, ·1904, ha.s made 
an assessment of your personal property in the sum of $2,400, which in­
cludes a penalty of 20 per cent, upon which there is levied a tax of 

. 1~ per cent upon said assessed value, a tax of $36-

And so forth. 
I am entering no personal complaint about the amolint of the 

assessment that I am called upon to pay, but I do feel that I 
have a grievance in that the first notice that I have received 
~elative to my indebtedness to the District of Columbia upon 
my personal property carries with it a penalty of 20 per cent of 
the amount assessed. 

Mr. GILLETT. Will the gentleman yield? 
Mr. PAGE of North Carolina. Yes. 
Mr. GILLETT. Did the gentleman inquire why he did. not 

get the original notice? 
Mr. PAGE of North Carolina. I am reaching that. My cu­

riosity was aroused somewhat, and ~ immediately call~d up the 
assessor of the District of Columbia and asked him for an ex­
planation as to why I was taxed with a penalty upon the very 
first notice I had had that there was anything due the District 
of Columbia from me for personal taxes. I said, .. Have I filed 
with you any inventory of personal property?" He said, "Prob­
ably not." My next question was, u How did you arrive at the 
amount of the personal property, to wit, $2,400?" He an­
swered, "Upon the best information we could obtain." I was 
still insistent and a little curious. I said,. " How did you get 
the information, and from whom did you get it? You certainly 
did not inquire of me, nor did I give it." He hesitated to an­
swer that question. I fired another at him, in which I wanted 
to h.'"Ilow how they determined the amount of personal property 
of citizens in the District. I was not only amazed, but I was 
shocked, as many of you will be when I tell you his reply­
" that his employees in the office walk the pavement tn front 
of my dwelling and the dwellings of other people who live in 
the District of Columbia anH. guess at the amount of personal 
property it contains." 

Mr. MONDELL. Will the gentleman yield? 
Mr. PAGE of North Carolin-a. Yes. 
l\1r. ~IONDELL. What would they do in the case of an 

~partment house? 

•. ........ - c.. b.o.L 

1\Ir. PAGE of North Carolina. I suppose he would go in and 
look 11~ the number of letter boxes in the lobby and guess at the 
personal property of each one of the occupants. In explaining 
his method he mentioned 1620 Massachusetts A venue. I do not 
know who lives there. He said: 

My assessor or my employee from this office goes by on the sidewalk 
and views this house on the outside and makes an assessment on the 
personal property therein. 

Mr. MONDELL. How does he know whether the house is 
abandoned or closed~ and whether it is practically stripped of 
the furniture or full of the richest and finest furniture? 

Mr. PAGE. of North Carolina. Necessarily he does not know, 
and the gentleman from Wyoming knows he could not know. I 
suggested to him that even the house at 1620 Massachusetts 
A venue might contain nothing . more than a dining table and 
two chairs, and yet from the outward appearance his employee 
might guess that it contained $10,000 worth of personal prop­
erty. 

Mr. MONDELL. Is not the inevitable result of the system 
that those who are underassessed say nothing and all that feel 
themselves aggrieved protest? 

Mr. PAGE ot North Carolina.. Of course, and that is the 
point I was con;llng to. Under any such system as is in vogue 
m the office of the assessor of the District of Columbia on 
personal property the result must necessarily be that those who 
are overassessed complain and those who are underassessed pay 
the amount they are assessed without mentioning the fact that 
they have more. 

Mr. MONTAGUE. Mr. Chairman, will the gentleman yield? 
Mr. PAGE of North Carolina. Yes. 
Mr. MONTAGUE. Perhaps I could obtain the information 

elsewhere, but the gentleman probably has it at his finger's end. 
Who appoints this tax as essor? 

Mr. PAGE of ~orth Carolina. Mr. Chairman, the gentleman 
has asked a question I was coming to in a moment. This tax 
assessor is named by the Commissioners of the District of 
Columbia, and I wonder how many Members in this House are 
aware of the fact that he is named for life, upon good behavior, 
that there is a specific clause in the law, a provision that he 
can not be removed except for malfeasance in office, neglect of 
duty, or inefficiency. That applies not only to the assessor but 
to his assistants as well. . 

Ir. MONDELL. Mr. Chairman, will the gentleman yield? 
Mr. PAGE of North Carolina. Yes. 
Mr. MONDELL. Does the gentleman say that the policy to 

which he has referred as the one in vogue indicates good offi­
cial behavior on the part of the assessor? Does the gentleman 
know of any other place on earth where that sort of system 
would be tolerated for a moment? . _ 

Mr. PAGE of North Carolina. Mr. Cba\rman, possibly I 
ought not to relate here a conversation that I ha.d with the gen­
tleman oyer the telephone, but this led me to ask this gentleman 
why he did not place in the hands of the owners of personal 
property in the District of Columbia a blank inventory upon 
which they might fill out under oath what they had and file it 
with him, so far as the personal property was concerned. I 
asked him if he knew of any other assessor anywhere on earth 
who did not undertake to place in the hands of the people whom 
they were taxing an opportunity at least to file an inventory 
of their taxable property. He freely admitted that he knew 
that the Treasury sent out such a notice. Whether he knows 
that every county in every State in this Union does the same 
I do not know; but the conversation went so far, I will say in 
answer further to the gentleman-and at that time I did not 
know that this man held his office for lif.e; that he could not be 
removed except for cause-that I said to him that a man who 
had no more administrative ability and no more initiative had 
no business holding the office that he held. 

Mr. DUPRE. Mr. Chairman, will the gentleman yield for a 
question? · 

Mr. PAGE of North Carolina. Ye.s. 
Mr. DUPRE. Is there no requirement in the statute that 

compels this man to serve notice on and have the taxpayers 
make a return? 
. Mr. PAGE of North Carolina. Absolutely ~one to compel him 

to serve notice. That is a defect in the law. He .is doing no 
more than be is compelled to do, whereas if the man had 
proper initiative and was really trying to carry out the law as 
it is written, not only .in its letter but in its spirit, he. would 
himself initiate methods, whether they were laid down in detail 
in the law or not, by which he <:o!J.]d reach the ·property and 
see it was properly assessed and those taxes paid. 

Mr. MO:t\r.DELL. Mr. Chairman, will the gentleman . yield 
further? . . . - .. 

Mr. PAGE of North Carolina. Yes . 

: 
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r Mr. MONPELL. In the gentleman's investigation did he dis­

cover whether there was any way by which a taxpayer could 
pay his taxes on personal property without this penalty? 

Mr. PAGE of North Carolina. I do not know that I asked 
exactly that question·; but taking the case in P?int, if the gen­
tleman will point out to me how I could have paid my taxes and 
have avoided this 20 per cent penalty, when this is the first 
intimation I ever had of what they had assessed against me­
and I suppose I am treated as other property owners in the 
District are treated-! would be very glad to have him do so. 
I can conceive of no such way. . 

1\Ir. MONDELL. I will say to the gentleman ~hat I. recmv~d 
such a notice as he did, and I am glad that he mvestlgated 1t. 
I thought of doing so, but neglected to do so. I do know that 
the tax collector does invite all of those who feel that they ~re 
overassessed to object, and ask for a reduction, by referr~ng 
them to the blank space for a schedule on the back of the ~otlce. 

Mr. PAGE of North Carolina. That is done on this notice to 
me. In conclusion, Mr. Chairman, I desire to say that this gen­
tleman gave as an excuse to me for not doing certain ~ing~ I 
suggested to him that he did not have the fore~; that his office 
was not equipped so that he could do these things. I want to 
put into the RECORD at this place the fact that for the office 
of the tax assessor of the District of Columbia in the current 
appropriation bill there is an appropriation for .the purpose ?f 
assessing real and personal property in the Distnct of Columbia 
of $63,740. Salaries are carried for 41 people. The tax asses~or 
is paid a salary of $3,500, and he has three assistants, at salaries 
of $3,000 each. He has two other assistants, at salaries of $2,000 
each. He has four people at $1,400; four people at $1,200; 
seven people at $1,000 each; two at $900 each; one at $1,200; 
one at $900; one at $1,200; two at $1,000; two at $600; one at 
$1 500 · two at $720 · one at $1,500; and a lump sum of $500 for 
cl~rk hire amountl~g in all to $4f,940 in salaries appropriated 
to this office for the purpose of assessing real estate in the Dis­
trict of Columbia. In addition to that, for personal property he 
has two assistant assessors at $3,000; one appraiser at $1,800; 
one clerk at $1,400; one clerk at $1,000; three in~pectors at 
$1 200 and clerk hire to the amount of $2,000, makrng a total 
of' $15,soo for the personal-property assessment, or $63,740 in 
all for the assessor's office. 

I want to ~Y. and other Members of this House can bear me 
out, that with an equal number of people to be assessed in many 
of the counties represented here by various gentlemen there 
are as many individual taxpayers as there are in the District 
of Columbia. In many counties there are practically as many 
individual taxpayers as there are here, because this gentleman 
told me yesterday that there are only 16,000 people who pay 
taxes on personal property in the District of Columbia. In my 
county the assessments are made upon the property of every 
property holder in the county, both real and personal, and the 
assessor receives $2,500 a year and has one clerk at $600 a year. 
The taxes are collected in that county by the sheriff. He is 
paid a salary of about $2,500 and has one deputy at less than 
$1,000. The property, real and personal, of every man in that 
county is placed upon the tax books, and the taxes are collected, 
at a cost of less than $6,000, whereas we are appropriating in 
this bill for the purpose merely of assessing the property in the 
District of Columbia $63,740, and providing for the employment 
of more than 40 people. And yet this man says to me that he 
has not the force necessary to send out notices and induce the 
taxpayers to file an inventory of their personal taxes. Now, the 
gentleman in this House who supposes that the method of tax­
ation and the asseSsment of these taxes and their collection in 
the District of Columbia is ideal has another guess coming. I 
venture the assertion there is not another political jurisdiction 
in the world that is as faulty in its administration in this re­
spect as is within the District of Columbia, nor is there another 
place where there are as many people subject under the law to 
assessment and levy of taxes who escape altogether any taxa-
tion. [Applause.] · 

The CHAIRMAN. The time of the gentleman has expired. 
Mr. PAGE of North Carolina. I ask unanimous consent to 

revise and extend my remarks. 
The CHAIRMAN. Is there objection to the request of the 

gentleman from North Carolina? [After a pause.] The Chair 
hears none. 

Mr. FITZGERALD. I will ask the gentleman to use some 
time on his side. 

1\Ir. 1\IONDELL. Mr. Chairman--
The CHAIRMAN. The Chair will inquire of the gentleman 

from Wyoming if he has charge of the time for 1\fr. GILLETT? 
- 1\Ir. 1\fO~'DELL. The gentleman from Massachusetts [1\Ir. 

GILLETT] asked me to yield 40 minutes to myself on his behalf. 
The CHAIR?I.LA.N. The gentleman from Wyoming is recog­

nized for 40 minutes. 

. Mr. MONDELL. Mr. Chairman, at the close of the remarks 
made by the gentlem11.n from New York [Mr. FITZGERALD], the 
chairman of the committee, the gentleman from Massachusetts, 
the ranking min~rity Member, asked the gentleman from New. 
York if in his oplnlon this bill could have been further re­
duced in the amounts carried in the various items without 
serious injury to the public service. I do not know whether 
the gentleman from Massachusetts intended to be facetious or 
not. If that was his intent, his question was certainly a most 
excellent joke, for I want to bear testimony to the effect that 
when the careful and painstaking chairman of this committee, 
the gentleman from New York, gets through with his trim­
ming process on an appropriation bill in the face of a deficit in 
the Treasury, no one else need to undertalje the job with a view. 
to finding any fag or loose end which might properly have been 
eliminated. The gentleman from New York is the most scientific 
trimmer that I have ever had the pleasure of meeting. 

Mr. FITZGERALD. I do not like that expression. 
Mr. MONDELL. I mean a trimmer of appropriation bills. 

The gentleman from New York is never a trimmer in 'any other 
way. He is upright and downright and four square to all the 
winds that blow, but his fine hand in trimming an appropriation 
bill is a thing to admire if you are seeking economy. Yet I want 
to say for the gentleman from New Yoi·k that a fairer man does 
not live, that with all of his efforts at economy, which are com­
mendable in the state of the country's finances, that he has 
endeavored, and I think successfully, in the main, to make 
reasonable appropriations considering the circumstances and 
the condition of the Treasury for every governmental activity. 
Certainly, he has been painstaking and, I hope, successful in 
avoiding any cut which would actually seriously embarrass the 
officials of the Federal Government in carrying on the more 
urgent part of the Nation's business. 

It is regrettable, when the Treasury of the country is in the 
condition in which we now find it, without regard to the causes 
which produce that condition, that necessitates refusing al­
most every request, no matter how reasonable, for enlargement 
and extension and betterment to the pubUc service. It even 
leads to the refusal to appropriate for the reasonable upkeep of 
some classes of Government property. Under these conditions 
there is bound to be a parsimony wb.ich is not a1ways economy 
in the long run; of course, there must be a denial of that 
growth and expansion and improvement of the public service 
which is desirable in a great and growing country like ours. 
Now, the minority has not the same sort of responsibility in 
regard to expenditures that the majority has; and yet the 
minority has a certain responsibility, and particularly the 
minority members of the Committee on Appropriations. While 
we can absolve ourselves from all responsibility for those 
things which we believe in the main brought about this de­
plorable condition of the Treasury, still we can not absolve our­
selves from our responsibility as Representatives not to plunge 
the Nation toward bankruptcy or in the direction of bond 
issues for expenditures that are not absolutely essential. The 
unfortunate and somewhat embarrassing position which a Mem­
ber of the minority finds himself in is when we come to con­
sider just how far we may cut an item without disastrously 
affecting the service-just how much we can agree with the 
majority in leaving out items without depriving the Govern­
ment service of those betterments and improvements and en­
largements that are needed and in some cnses almost essential. 
In view of the present lamentable condition of the Treasury, 
rapidly growing worse, heading in the direction of a bond 
issue, I for one am glad to join with the members of the com­
mittee, of which I am a member, i!l economy, so far as that can 
be done without considerable and lasting injury to the public 
service;' and therefore I shall support the committee in the 
main in this bill, although I regret the extent to which many 
items have been reduced. There are a few items in the bill 
which I believe ought to be increased, but in the main it is my 
purpose to stand by the committee in its work and in its deci­
sion ; and I particularly commend the chairman of the com­
mittee for the splendid work he has done in connection with 
this bill, for the care he has given to the preparation of its 
items, and the absolute fairness at which he has arrived at in 
his judgments with regard to the vnrious items. 

Mr. SLOAN. Will the gentleman yield? 
Mr. MONDELL. I will. 
Mr. SLOAN. I .noticed the gentleman's chivalrous assumption 

of part of the responsibility for economy. Does the gentleman 
assume any of the responsibility for the uecessity for this econ­
omy arising--

Mr. MONDELL. I think I said a moment ago I assume no 
responsibility at all for the legislation and the attempt at legis­
lation and general bad administration which, in my opinion, . is 
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almost wholly responsible for the present lamentable condition 
ot the Treasury. 

Mr. BORLAND. 1\Ir. Chairman, will the gentleman yield? 
Mr. 1\fONDELL. I yield. 
Mr. BORLAND. The gentleilUI.ll will realize, of course, in 

answering the question of the gentleman from Nebraska, that 
practically all the activities that are appropriated for in this bill 
are the inheritance of former administrations; that they are not 
created by the present Democratic administration, but that ad­
ministration is taking care of the expenses contracted -under -a 
Republican administration to which the Government is obli­
gated, and, ·of course, we must meet that obligation. 

Mr. MONDELL. That is true, but nobody is complaining 
about that-· -

Mr. SLOAN. Will the gentleman yield? 
Mr. MOJ\TDELL. In just a moment. The complaint and the 

criticism is that the gentlemen of the opposition in inheriting 
these responsibilities did not have the wisdom and judgment to 
provide the funds for carrying on these important works and 
activities. 

Mr. SLOAN. And it is observed that these activities are rec­
ognized as beneficent, wise, and prudent? 

.Mr. MONDELL. Oh, always. While Republican legislation 
is · anathema in its enactment so far as the opposition is con­
cerned, it is always approved and upheld so far as its effects are 
concerned when it actually gets to work. Even as to those fea­
tures of our legislation which they constantly continue to criti­
cize as a matter of policy, such as our tariff views, they do not 
dare to criticize the results in splendid progress, development, 
and prosperity in the country and in keeping the Treasury con­
stantly replenished to meet the necessary outgo in the interest 
and for the benefit of the people of the United States. [Ap­
pian e on the Republican side.] 

RECLAMATION PROJECTS, 

The Committee on Appropriations in this bill appropriates 
for the first time for the Reclamation Service, the service that 
has charge of the construction of works for the irrigation and 
reclamation of arid lands in Western States. There was some 
question of jurisdiction as between this committee and the 
Committee on Irrigation in regard to that matter, and I felt 
a little, although I am a member of this committee and not a 
member of the other, in that regard like the fellow who when 
quizzed on his deathbed as to where he hoped and expected 
to make his home in the future, said that he had conflicting 
emotions, because he felt that he would find friends in both 
pl~ces. So far as the interests of my State in reclamation 
matters are concerned, I am sure they would be properly con­
sidered and cared for whichever committee had charge of the 
matter, and therefore, except for the fact as a member of the 
Committee on Appropria'Q.ons I am very glad indeed to have to 
do with these matters, I am not much disposed to get excited 
on the proposition of jurisdiction. I do think that under the 
present rules of the House the Committee on Appropriations 
unquestionably has jurisdiction, and that the decision arrived 
at was a proper one. 

Up to June 30 last there had been received -from the receipts 
of public lands in the States and Territories where those re­
ceipts flow into the reclamation fund the sum of $81,813,772. A 
number of years ago. as the result of a bill I introduced, a 
bond issue of $20,000,000 was provided for to aid in carrying 
on these projects and in their development. From these two 
sources there was available up to June 30 last for the service 
$101,81.3,772. Of this sum $91,664,628.76 had been expended 
in the construction. There had been, however, repayments 
relating to construction in the sum of $5,206,018.61, leaving the 
net expenditure $86,458,61.0.1.2. Projects had been undertaken 
in all of the States subject to the reclamation law and under 
its provisions prior to the present fiscal year, with the excep­
tion of the State of Oklahoma, and this bill contains an item 
for a small project in that St.ate. The total of estimates pre­
sented to the committee for the fiscal yec'l.r 1916 was $14,776,000. 
The total recommended in this bill is $13,430,000, a reduction 
below the estimates of $1,346,000. 

It is my purpose at this time to btiefly discuss, particulRI'ly 
!or the benefit of my :friends from the States affected, the 
reasons as they appealed fir t to the subcommittee and then to 
the full committee for these various reductions. I shall not 
have time in the period allotted to me to discuss the projects 
generally. I shall not, unless I am requested to do so by some 
gentleman, refer to any of tile projects except those where-there 
has been a reduction below the estimates. The first reduction 
below the estimate submitted is in the case of the Yuma project, 
which is partly iu Arizona and partly in California. Before I 
go to that item, howe>er, I want to say this as to the desire and 
view of the committee in maldng these appropriations. It 
was the aim of the committee to provide the sums necessary 

for the maintenance and for the orderly lle-relopment of all 
projects estimated :for, except the one which is eliminated and 
to which I will refer later. Though Mr. Ryan, the comptroller 
of the service, under whose direction the estimat were made 
stated to the committee that the estimates were liberal no re: 
ductions were made except in those cases where -it w~s clear 
to tl:!e committee beyond a reasonable doubt that the project 
could be developed according to the plan of the service and 
substantially as contemplated by them during the fiscal year 
for which the appropriation was made for a le er sum than 
the service had asked. 

Coming now to the first case-the Yurna-A.rizona -Oalifornia. 
project-the estimate was $934,000. , 

Mr. SMITH of Texas. Will the gentleman permit a question? 
The CHAIRMAN. Will the gentleman from Wyoming yield 

to the gentleman from Texas? 
Mr. MONDELL. I will yield. 
Mr. SMITH of Texas. As I under tand it these estimates 

in ~~gard to the constr~ction were based upon the r ports of the 
engmeers as to what 1t would take to do a given amount of 
work? 

1\Ir. l\!01\TJ)ELL. The engineers in the field. 
1\Ir. SMITH of Texas. Ye , sir. Now, what I would like to 

know is how the committee arrived at the conclusion that these 
estimates were incorrect? 

Mr. .MONDELL. The conimittee did not exactly arrive at 
the conclusion that the estimates were incorrect. That is not a 
correct statement to make. If that were the vie with regard 
to every reduction that is made in this and other appropriation 
bills, then we would have to hold that no branch of the public 
service submitted correct estimates, because here a re thousands 
of reductions in this bill. 

Mr. SMITH of Texas. The gentleman is corr et about that. 
I would not contend any sucb thing as that, but I just wanted 
to know how the committee an-ived at it, so that I can form an 
opinion of my own as to whether the committee or the Reclama­
tion Service is correct. 

1\Ir. MONDELL. This is a fact, that we know these estimates 
were made hur1iedly. The service did not have v-ery much time 
in which to prepare and present to the department the estimates 
on which this bill is based. In some instances, o they informed 
us-, they telegraphed the district engineer to send in his estimate 
and in some cases those estimates may have come in by wire: 
We are all of us more or less fa~iliar with the public service, 
and we know that under those cucumstances it is not at all 
likely that any project engineer would underestimate his neces­
sities or underestimate the amotnit that he n~'tis. Further than 
that, a.s I have said, Mr. Ryan, who prepared these· e timates in 
the office of the Reclamation Service, assured the committee 
that the estimates were liberal, though they were in some cases 
no doubt, below the estimates sent in from the field. Furthe~ 
than that, the hearings themselves developed the fact, both in 
specific cases and through the heRiings as a whole, that the 
estimates were, as Mr. Ryan said, liberaL And yet the com­
mittee made no reduction except in those cases where we be­
lieved from the testimony, from the thirteenth annual report of 
the service, and from a very valuable volume which they pre­
pared for our use, a volume o:f very great detail and of some 500 
pages, under the title "Discussion of Projects," that the reduc­
tions were justified. We secured information :from all these 
sources, and we only reduced where, in our opinion, it was quite 
clear and evident, beyond any reasonable doubt, that the devel­
opment which the sertice contemplated, and to the extent that 
the service did contemplate it, could be provided and paid :for 
for a lesser sum than the sum estimated. There is only one case 
in which we departed somewhat from that in our theory in 

. regard to the reduction. That is in the case of the Sun River 
project in Montana, where the committee was of the opinion that 
certain work planned in the nature of storage on that project 
need not be developed as rapidly during the coming fiscal year 
as the service anticipated developing it, though the reduction 
we made would not necessarily halt that pru:ticular feature o:f 
the project if, in the opinion of the se1·vice that feature of the 
project was more important than the distribution ystem for 
which provision was made. 

l\fr. BORLAND. I was going to ask the gentleman whether 
it was not a fact that the hearings developed in orne cases that 
there were certain portions of new work estimated for that 
were not in immediate demand for practical purpo e in connec­
tion with these projects and that they could Yery well wait for 
subsequent appropriations? 

l\Ir. MONDELL. That wa true; but the only case in whicll 
the committee mad-e any considerable reduction on the theory 
that any particular work contemplated neeu not b carried on 
during the fiscal year was in the case of the Sun River and, 
to a certain extent, in the very project that I was proposing to 
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discuss, namely, the Yuma, where there is a class ·of work the 
necessity for which can be determined only by the conditions of 
the flow of the Colorado and the· Gila Rivers as they develop. · 

Mr. BORLAND. Now, another question for the benefit of the 
gentleman from Texas [Mr. SMITH], the chairman of the Com· 
mittee on Irrigation of Arid Lands: Did not the estimates of 
the engineers, so far as possible, tend to the completion of proj­
ects that were near enough to completion to cover their final 
completion to the point where they could be brought to a condi­
tion of utility to the settler? In other words, were not the esti­
mates of the engineers based upon the theory of bringing each 
project that was already sufficiently near to completion up to 
the point of practical service? 

.Mr. MONDELL. That was true; and the committee made 
no attempt to halt the work along those lines and in that direc­
tion. Its reductions were made-if I may state it again-first 
'and in most cases where it was so clear that there could not 
be any reasonable doubt that the work contemplated and pro­
posed could be done for a lesser sum, and, in the case of the Sun 
River project, where it was believed that the development of the 
Sun River storage project as rapidly as was anticipated would 
not be necessary, and therefore not necessary to have so large a 
sum appropriated. 

Now I yield to the gentleman from Texas. 
Mr. SMITH of Texas. That brings the gentleman up to the 

point of giving the information I desired a moment ago. I 
understand the amount appropriated for the Rio Grande and 
New Mexico project was about $100,000 less than the estimates. 

Mr. MONDELL. Yes; $104,000 less. 
Mr. SMI'l'H of Texas. What I wanted to get at was whether 

or not the committee, in reducing this appropriation, left out 
some particular unit of the work that the estimates provide for, 
or whether the general estimate as a whole was scaled down 
just so much? 

1\Ir. 1\IONDELL. If I have the time, I shall go over every proj­
ect that was scaled in detail and give the reasons for the reduc­
tions in each particular project. Neither in the case of this 
particular project nor any, except the Sun River project, did the 
committee make any reduction on the theory that any of the 
work proposed by the service was to be curtailed or put over to 
a. later date. In the case of the Rio Grande-and I will discuss 
that more in detail later if I may have the opportunity-esti­
mates were made for 1916 for a considerable amount of work 
that is now being done, the major part, at least, of which will 
be done before the close of the fiscal year; so that, as a matter 
of fact, we were asked to appropriate money in 1916 for work 
that will be paid for before these moneys become available. 
That being true, this item reduced $104,000 still leaves the good, 
juicy sum of $1,265,000. We felt we could reduce it $104,000 
without interfering at all with the orderly, progressive, satis­
factory development of the work. 

1\Ir. SMITH of Texas. The committee, then, has not cut out 
any of the work that was proposed to be done? 

Mr. MO:NDELL. Let me remind my friend from Texas [Mr. 
SMITH] that his project was not reduced as much as the project 
in which I am, as a Representative, most interested. His proj­
ect was not reduced one-third as much as one of the projects in 

'Montana. I intend no reflection when I remind the gentleman 
in this connection of the fact that his great State, which I 
helped to bring under the reclamation tent, has never con­
tributed one ~cent to this great fund of $81,000,000 from the 
sale of lands, while some of the States, like that of the gentle­
man from Oregon [l\Ir. SINNOTT], have contributed $11,000,000. 

Mr. SMITH of Texas. Mr. Chairman, will the gentleman 
yield there? 

Mr. MONDELL. Yes. 
Mr. SMITH of Texas. It is not my purpose in asking these 

questions to antagonize the Committee on Appropriations. I 
was asking the questions for information. But I want to say, 
in reply to what the gentleman from Wyoming has said, that 
the State of 'l:exas in truth has not contributed anything to the 
reclamation fund, and neither has the State of Wyoming. 

1\fr . .1\fONDELL. The State of Wyoming has not contributed? 
Mr. SMITH of Texas. No, sir. The public lands of this 

country belong to the Government, and upon that basis none of 
the States has contributed anything, and it was upon that 
theory that the act extending the Reclamation Service to the 
State of 'l:exas was passed. 

Mr . .1\fONDELL. Oh, I will say to the gentleman, as to that, 
that it was just out of very broad notions of good-fellowship 
on the part of the people in the arid States that we extended 
the helping hand to the State of Texas, and I was very glad to 
be one of those who helped. As for the gentleman's statement 
that the public lands belong to the people of all the States, if we 
applied that rule to Texas she would now be owing the country 
many millions of dollars for her public lands she disposed of. ., • 1'- [ J c .. I ·£ 1• f 11 

She has eaten her cake and has lt also. I realize that the gen­
tleman from Texas is not criticizing and has no desire to an· 
tagonize the committee; but I want to remind him that he cer­
tainly has no ground for criticism, first, because the reduction 
in his case is less than the reduction in quite a number of other 
cases, and that reduction will not, I will assure the gentleman, 
in any appreciable degree delay the .development contemplated 
by the estimates. 

Mr. SINNO'lvr. Mr. Chairman, will the gentleman yield 
there? 

Mr. MONDELL. I do. 
Mr. SINNOTT. The gentleman from Missouri [Mr. BoRLAND] 

referred to new work. Are we to understand that new work is 
contemplated under these appropriations-new work on new 
units? I wish the gentleman would explain that. 

Mr. MONDELL. I can not say that the committee laid down 
any hard and fast rule or adopted any particular policy with 
regard to any new projects. There is one small new project, 
very small, in the bill. 

Mr. SINNOTT. Will the gentleman explain whether or not 
there are any new units, as distinguished from new projects, 
contemplated in the bill? 

Mr. MONDELL. There are no new units, in the sense of 
units, not long since planned and proposed. 

Mr. SINNOTT. I want to make myself clear on that. Are 
there new units, in the sense of units, on which money has not 
been expended heretofore in actual work on the ground? 

Mr. 1\fONDELL. There are several new units in the sense 
that the carriage ditches have not been built; but there are no 
new units in the sense that there are new areas t..'lken up that 
already have not been obligated heavily under the projects. 
In all cases at least storage and diversion are under way ot• 
completed. 

Taking up now in detail the projects where the estimates 
were reduced, I first desire to submit a statement of the various 
projects, the amounts estimated, and the amounts approved by 
the committee for each, with a statement of the reductions in 
each case in which reductions were made. It is as follows: 

Projects. 

rd=li~~~:::::::::::::::::::::::~~~=::::::::::::: 
!i~!~i:~:~-:;:::: ~ ~ ~ ~:: ~ ~ ~ ~ ~ ~ ~~ ~~ :~: ~:: ~ ~ ~ ~ ~ ~ ~ ~: 
Jackson Lake1fdaho· Wyo .••.•.••...•••• _ ••••.• ...•. •••••. 

!ii~~~f-:.:::::: ~ ~: ~ ~ ~ ~ ~::: :~ ~~ ~ ~~ ~ ~: ~ ~ ~:: ~ ~ ~ ~ ~ ~: 
North Platte, Nebr.-Wyo ................................ .. 
Lower Yellowstone, Mont.-N. Dak .•..•.•..•.•••.....• · ... . 

it~::~~:~~~~~~~~~~~~~~~~~~~~:~~~~~~:~~~~~~~ 
~~~~~: ~: -~~-~::::: ::::::::::::::::::::::::::::::: 
Pet¥~jr%~~~ii: ~ ~:::: :::::::::::::::::::::::::::::: 
~ri~~::~::::::::::::::::::::::::::::::::::::::::: 
Shoshone, Wyo ........••.....••••••.•••.•••.•.....•.•...•. 
Secondary projects •.•••.••••.••••••••••••••••••...•..••••. 

Approved. Estimate. 

$590,000 
72.5,000 
87,000 

702,000 
469,000 

1,oso,ooo· 
410,000 
476 000 

2,000 
150,000 

1,100,000 
1,100,000 
1,140,000 

70,000 
236,000 
128,000 

6,000 
1,265,000 

25,000 
50,000 

366,000 
317,000 
144,000 
393,000 

51,000 
1,250,000 

478,000 
50,000 

~590,000 
934,000 
97,000 

702,000 
469,000 

1,699,000 
410, 000 
476,000 

2,000 
155,000 

1,101,000 
1,451,000 
1,248,000 

85,000 
236,000 
128,000 

6,000 
1,369,000 

25,000 
50,000 

366,000 
317,000 
144,000 
393,000 
51,000 

1,283,000 
418,000 
61,000 

Total. . . . . • . . . . . . . . . • • . • • . . . . . . . . . . . . . . . . . . . . . . . • • • . . 13, 430, 000 14, ii6, 000 

REDUCTIONS U~ll>ER ESTnf.A.TES. 

Yuma .•..•....••.••.............•....•...•..........••.••• _ 
Orland ....•..••...•..•...............••••••••........•••..•• 
Boise .•.•.....•.••••••..•••..•....•.....•....•. ············-
Huntley ................................................... . 
Milk River ......•••.•••.•.••...... - .••••.•....••.•.••..•••.• 
Sun River ...... _ ......................... ...... ........... . 
North Platte .......•.......................•••....•••••••••• 
Lower Yellowstone ........................................ . 
Rio Grande .......................................... _ •...• 
Yakima ................................................••..• 
Secondary projects ........ ........ .... ............•. .••.•••• 
Oregon (cooperative) omitted ...•••.....•..........•••••••• 

$209,000 
10,000 
49,000 
5,000 
1,000 

351,000 
108,000 
15,000 

104,000 
33,000 
11,000 

450,000 
1,34Q,OOO 

Total recommended ............................................. ·\ 13,430, 000 

For the in~ormation of gentlemen who may become confused 
because of the difference of the cla sification of projects as esti­
mated and as reported, I want to call attention to the fact 
that in some cases the storage sy tern and the carriage and 
distribution systems of projects were separately estimated. The 
committee were of the opinion that it was not logical or wise 

~ ,, 2 J ~ o: -~ rLn > d • _q~ '31 t n 
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to separate the storage of a project from its irrigated areas, 
and wherever this had been done the committee combined them. 
For instance, the Milk River project in Montana and the St. 
Mary storage project we1·e combined as the Milk River project. 
The Rio Grande project and the Elephant Butte storage project 
were combined under the title "Rio Grande project." The 
Yakima storage project, the Yakima-Sunnyside project, and the 
Yakima-Tieton project were combined under the title "Yakima 
project." 

The reductions below the estimates were as follows: 
YUliiA PROJECT, ARIZOXA AND CALIFOR"XIA. 

~~~~~;~atio~========================================== $~~~:888 
This reduction of $209,000 was made because it was beli~ved 

that the total estimate of $498,500 for drainage and flood 
protection would not all be needed during the fiscal year of 
1916, if, in fact, so large a sum is needed for those pur­
poses at any time. Of this $498,500 for drainage and flood 
protection, $137,000 is for drainage and $361,000 for levees 
along the Colorado and Gila Rivers and for rock revetment for 
the levees already built. Should the reduction in this item of 
$209,000 be considered exclusively as a reduction of the amount 
to be us~d for flood protection there still remains, after the 
reduction, $152,000 for this class of work. This work, howe--rer, 
is only necessary in case of unusually high water, and Director 
Davis, of the -service, informed the committee (p. 62, hearings) 
that the revetment would not be placed or needed except in 
case of high water. Gen. Marshall, in the hearing before the 
committee in the matter of the protection of the Imperial Val­
ley, called attention to the fact that the change in the bed nnd 
course of the Colorado River below Yuma had reduced the high­
water level of that stream in the vicinity of Yuma in the neigh­
borhood of 7 feet. It is quite possible, therefore, that the 
amount needed for flood protection on this project in the future 
will be much less than has been anticipated. The large esti­
mate for this work was, to a considerable extent, an insurance 
against possible contingencies. In view of the fact that the 
entire sum provided for this project could be used, if necessary, 
for this class of work and that 10 per cent of all of these appro­
priations may, in case of necessity, be used interchangeably, the 
committee did not believe it was wise to provide so large a sum 
for purposes for which it may not be needed during the fiscal 
year. . 

Mr. HAYDEN. Will the gentleman yield? 
Mr. 1\IONDELL. Yes. 
1\Ir. HAYDEN. Do I understand, then, that the reduction of 

$209,000 below the estimates on this project is only for work in 
the nature of le--ree protection in that connection? 

Mr. 1\IONDELL. The reduction was made on the theory that 
they could not or would not use as much as they estimated in 
the coming fiscal year for levee protection. However, of course 
the gentleman knows the money is made available interchange­
ably for any feature of the work. 

Mr. HAYDEN. But that was the reason for the reduction. 
1\Ir. MONDELL. That was what we had in mind in the reduc­

tion in this case, that as a matter of fact a considerable portion 
of the estimate was largely in the nature of a very safe insur­
ance. Assuming that the cut was entirely on that item, which 
is only so as a matter of theory~ there still remains for that 
particular work $152,000, besides doing everything else that is 
contemplated. 

ORLAND PROJECT, CALIFORNIA. 
Estimate----------------------------------------------- $97, 000 
Submitted ---------------------------------------------- 87, 000 

One of the items in the detail of the estimate for this project 
was item 10-$10,000 for preliminary investigations for the 
Stoney Gorge project, or unit. The committee doubted the ad­
visability of making so large an expenditure for this new and 
entirely independent project, for it is, as stated by Mr. Davis 
(bottom of p. 65, hearings), absolutely new and independent, 
and in any event the propriety of making such an expenditure 
out of an appropriation chargeable to the Orland project may 
well be questioned. 

BOISE PROJECT, IDAHO. 
Estiniate-------------------------------------------- $1,699,000 
Allowed --------------------------------------------- 1, 650, 000 

the opinion that even a larger reduction than that made could 
be made without in anywise interfering with the work con­
templated on this project. 

HUNTLEY PROJECT, MONTANA. 

t'~::J~============================================== $~g8: ggg 
Reduction_______________________________________ 5,000 

The largest single item of the estimate for this project is for 
"Drainage and flood protection," $103,797. This sum is esti­
mated as sufficient for the construction of 54,500 linear feet of 
tile drains and the excavation of 70,000 cubic yards of material. 
The officers of the service stated, " There is not sufficient infor­
mation at hand to furnish general plans and location of the 
work co--rered by the drainage estimates." The estimate for 
thi.s. drainaf?e work was clearly very liberal, and in all prob­
ablhty conSJderably more than will be needed. It might have 
been safely reduced even more than the $5,000 reduction made 
by the committee. 

MILK RIVER PROJECT, MONTA.SA. 
Reduction--------------------------------- -------------- $1,000 

This makes the appropriation an even $1,100,000. 
SUN RIVER PRO.TECT, MO!I!TA~A. 

~~~~:J~============================================ 
$1,451.000 

1,100,000 

RPduction------------------------------------- 351 000 
Among the items making up the total for the Sun n'iver 

project is one of $629,325 for storage works. With this sum it 
was proposed to proceed rapidly with the development of the 
Warm Springs Reservoir on the north fork of the Sun River 
with a view of securing a storage capacity of 10G,OOO acre-feet 
as a supplemental supply for lands on the north side of the 
Sun River. In the hearings it developed that the orderly and 
reasonable development of this project did not necessarily re­
quire that as rapid progress be made in the deyelopment of the 
Warm Springs Reservoir as was contemplated when the esti­
mate was prepared.. There is some water available from the 
ordinary flow of Sun River during the entire season, and Di­
rector Davis, of the Reclamation Service, stated that for a year 
or two, at least, and until all of the lands on the Fort Shaw 
unit were irrigated some water could be furnished from the 
Willow Creek Reservoir for the lands on the north side of the 
Sun River. At the rate at which it is anticipated the lands 
to be ultimately served by the Warm Springs Reservoir will be 
brought under cultiYation. the two sources of supply named, 
to wit, the normal flow of Sun River and the available supply 
from Willow Creek Reservoir, will serve these lands for several 
years to come. In view of these facts the committee was of the 
opinion that the total estimate for this project might safely 
be cut $351,000. This will still leave a sufficient sum to carry 
on all other features of the work as contemplated by the service 
and sti11 leave $278,325 for the development of the Wnrm 
Springs Reservoir. If, however, the service considered a larger 
sum necessary for this development, the necessary sums could 
be obtained by slightly reducing the amount proposed to be 
used on the carriage and distribution system. Under the condi­
tions suiTounding this project it is believed that the sum author­
ized by the committee ls abundant for reasonable and proper 
de vel opmen t. 

NORTH PLATTE PROJECT, NEBRASKA-WYOMING. 

~~~~~~rated========================================= $f:i:g:88& 
Reduction ---------.---------------------------- 108. 000 

One hundred thousand dollars of the reduction in this item is 
in the estimate for the carriage system of the Fort Laramie unit. 
It is believed that this is as large a sum as perhaps could be 
advantageously expended on the canals of that unit during the 
fiscal year. It was the opinion of the committee that the 
drainage and flood-protection item for the interstate unit might 
safely be cut $8,000. 

, LOWER YELLOWSTONE, MO~TANA-!I!ORTH DAKOTA. 

f~~~~~!ated============================================ $~8;888 
The item "Drainage and flood protection, $37.110" for this 

project (discussion and estimates, p. 222) is believed to be 
larger than necessary, as only 100 acres of laud are 'reporten 

Redu~tion______________________________________ 49, ooo water-logged, and further water logging is more or less prob-
Among the items in the detailed estimate of this project is lematical. 

item 4: Drainage and flOOd protection systems, $587,400 (p. RIO GRANDE PROJECT, NEW MEXICO-TEXAS. 
102, d_iscussion and estimates). It is conte~plated that $100,000 ER· se~~~~{;n-------------------------------------------- $1, 360, ooo 
of this shall be used to complete the drams contemplated in ----------------------------------------- -- 104• ooo 
~e Pioneer irrigation district. This work is well along and Appropriated ----------------------------- -- - -- 1, 265, ooo 
Will ~e _largely completed before th~se sums are available. The ( The work contemplated on this project under this appropria­
r~ma.mmg portion is l~rgely for dramage in the Nampa-Meridian tion includes the expenditure of $428,000 for tora o-e at the E:e­
dlstrict, where work IS not yet begun. The committee were of phant Butte Dam, the remainder being for carriage and distribu-



1915 • . - CONGRESSIONAL RECORD-HOUSE. 317Jt 
----------------------------------------------~----------------------------------------------~ , 
tion syste~s. 'These are in the ~Iesiila· and El Paso ValleyS on the 
Rio Grande, the first being above, the second below El Paso, 
Tex. In the Mesilla Valley the extension of the present system, 
built by the Reclamation Service, is contemplated. Also the C?n­
struction of an additional diversion dam and main canals. W1th 
regard to these features of the work, the following statement is 
made by the Reclamation Service (discussion and estimates, p. 
304): 

As these features are provided for in the estimate for the fiscai year 
1915, and as there is a possibility of their being constructed in that 
period, a portion of the distribution system is planned to be built in. 
the fiscal year 1!)16. 

· The detailed estimates contained items totaling $~98,405 for 
work on the carriage system, which is already well under way 
and which will be largely disposed of before this appropriation 
is available. In view of tlr'ese facts, and the further fact that 
the estimate is evidently quite liberal, and that all of the appro­
priation for this project and others is available, so far as 
needed. for any feature of the project, it is the opinion of the 
committee that a cut of $104,000 can be made in the estimate 
without in any wise interfering with the steady and reasonable 
deYelopment of the project as contemplated. 

YAKIMA PROJECT> WASIDNGTON. 

Estimate------------------------------------------- $1, 283, 000 
Reduction ----------------~--------------------- 33, 000 

Appropriation---------------------------------- 1,250,000 
Seven hundred and twenty thousand dollars of the estimate 

tor this pr.oject is for the storage unit. It developed in the hear­
ings that the estimate for this feature of the work for the year 
was probably qUite liberal. For the distribution system of the 
Sunnyside nnit ·of the Yakima project the sum · of $306,310 is 
estimated. It has been the policy on this unit to extend the dis­
tribution ~system, " as water-rlght application is made for lands 
to which delivery has not yet been built. On this basis -it is 
believed the estimate ·for this work is quite liberal, as is also 
the estimate for the Outlook and Snipes Mountain pumping 
plants. Viewing all these matters together, it is believed that 
a larger reduction than that of $33,000 made by the committee 
might have been made without seriously interfering with the 
development of this project. 

SECONDARY PRO.TEC'l'S. 

~~~~~~Iateii:::::::::::==:::::::::::::::::=::::::::::::: $g5: 88~ 
The committee is of .the opinion that in the present state of 

the development of the projects already under way it is not 
necessary or wise to make very large expenditure in investi-. 
gating new projects, and that the sum agreed upon is abundantly 
sufficient for this ·work. 

OREGON COOPERATIVE PROJECT. 

The estimate of $450,000 for proposed cooperation with the 
State of Oregon was the only estimate entirely omitted. The 
committee ·was asked to drop the cooperative feature of thiS 
proposal on the ground that the State of Oregon had already 
appropriated and spent on an irrigation enterprise the sum of 
$450,000, which it was originally intended should be used in 
cooperation with the Reclamation Service. The committee did 
not feel justified in approving this item, either with or without 
cooperation. To do so would amount to starting an entirely new 
project, and, what is even more objectionable, starting a project, 
or authorizing the Secretary of the Interior to do it, without 
any knowledge on the part of the committee of its size or char­
acter. 

Mr. FITZGERALD. I yield 20 minutes to the gentleman 
from Kentucky [1\fr. HELM]. 

Mr. HELM. Mr. Chairman, in these days of war and rumors 
of war the public mind is not in condition to be focused on a 
business proposition, but there never was a time when oppor­
tunity was knocking so loudly at the doors of this Government. 

The commerce and business of a continent are within our 
grasp if we are keen enough to rialize it and to grasp them. I 
think I am well within the limits of accuracy wheri I state 
that the manufacturing enterprises in Central a.nd South 
America are very, very limited. Indeed, they are very, very 
few, and it is to this matter that I wish the attention of the 
country could be directed. 

It is my further opinion that few if any of the Republics to 
the south of us have any means of transporting or delivering 
their products to any other country. If that is true, · then 
while the facilities of the United States are limited, yet it is 
not wholly without them, and it has some means of delivering 
its products. Under existing conditions all the trade of Central 
and South America tlows across the Atlantic Ocean, when that 
trade ought to be tlowing from North America to Central and 
South America. 

The best means-in fact. about the only means-of creatin~ 
commercial and business relations is by means of banking facili..­
ties, transportation, press bureau, and mercantile agencies. 
It is true that under the Federal reserve act a bank with 
$1,000,000 capital in the United States can establish a branch 
bank in any of these foreign countries in Central or South' 
America. While I do not claim to be a financier, this provi· 
sion, in my opinion, does not meet the conditions. What we 
need is a bank of sufficient proportions and magnitude and 
importance and prestige to handle the business of a continent. 
Furthermore, an Illinois bank Will not do much business In: 
Kentucky ; an Iowa bank will not do much business in In· 
diana. There is a local touch to the proposition that must be 
met and dealt with: 

We own the Panama Canal Zone. There is one strip of' 
country in the 1·egion to the south of us that is going to be 
stable and steady as long as this Government endures. The 
government of the Canal Zone iS going to be just as stable and 
steady as the Government of the United States. Now, if we 
establish ·a bank on the Canal Zone, what is the proposition 
right on its face! It gives it a birthmark, so to speak. It gives 
ft a distinctive feature. It becomes identified with its locality. 
The stability and credit and prestige of our Government are 
behind' this proposition. That guarantees confidence and makes 
it a sure go. These Governments to the south of us will be 
inspired with confidence in the institution. 
· Mr. :MOORE. Will the gentleman yield? 

Mr . .HEL...~. Yes. 
Mr. MOORE. While the Panama Zone was under discussion 

the question was raised whether or not we might not put the 
zone to some commercial or agricultural use, and gentlemen on 
the other side said there could be no use of the zone for agri­
culture, and others insisted that the project was not com­
mercial, but entirely military. I am one of those who believe 
we· might make some commercial use of the zone, but that has 
been already apparently settled by the law naw enacted fol' the 
government of the wne. How can we establish such a bank as 
the gentleman favors? 

l\Ir. HELM. That is what I am coming to. This is no new 
propositio·n, and it is not without merit. If it came from some 
Member who· enjoyed a reputation-for instance, a banker 
from the great city of Philadelphia or the city of New York, a 
Wall Street banker-the proposition would be, perhaps, received 
differently from what it will be. 

As I say, this is no new proposition. .Back in the elghties-­
fn 1887 or 1889-such a proposition was contemplated, and 
President Harrison approved of it. Secretary of State Blain·e 
filtrongly advocated just such a proposition as this. We have 
appropriated $100,000,000 or more for the Army. ·we appropri­
ated about $150,000,000 for the NavY. Let us do a little business 
while we are doing so much fighting. The Governments in · 
Europe have been selling bonds by the billions for war; let us 
do a little business while they are fighting. : 

England, France, and Germany have Central and South Amer­
ica absolutely in their grasp for trade, and there is no reason in 
the world why we should not go out right now and capture it. 
We can do it. Here are some Panama bonds, the sale of which 
has been provided for ; let us sell a few rpillions of bonds and· 
start a bank. Let us start with twenty-five millions; let us have 
a good one while we are going into it. Let the Government own 
the majority of the stock-thirteen millions-and let it be under 
the control of the Federal Reserve Board and under the inspec­
tion of the Comptroller of the Currency. Let the remainder of 
the stock be offered to the public, so that whosoever will may 
buy; and if any Republic to the south of us wants to get in, let 
them have an interest. We will have the controlling interest 
and we will elect the majority of the directors. 

It can not issue notes to circulate as money, thereby eliminat­
ing· any possibility of expansion or contraction. It could have 
no possible motive to hoard money; lending money is a_s essential 
to the life of every bank as breathing is to an individual. It 
could have no greater power of centralizing or controlling money· 
or credit b,eyond its capital stock and deposits than any othei· 
bank of equal capital and deposits possesses. The Federal Gov­
ernment has fostered the banking business ever since the en­
actment of the national banking act. 

These countries need help worse than any people on the globe. 
Every country on the globe to-day is needing help, and the 
emancipation of these countries from London, Paris, anil Berlin 
credits must come from the United States. They are worse 
paralyzed financially than we are; they can not move a peg;. 
they are now trying to get credit in New York. 

Now, I want to remind you, you New Orleans gentlemen, of 
something. It looked to me like New Orleans ought to have had 
a Federhl reserve bank. Let us have a branch bank of this 
institution at New Orleans, tor New Orleans is like the cities 
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of Philadelphia and New York; they are seagoing people and 
are in touch with the business world. 

What is more, we have a wireless station on the zone, and it 
is possible to talk right now from this building to Colon. We 
have a cable laid there; and if this canal is going to be 
what we think it is, or anywise near what we think it is, the 
commerce of the world is going through there. Ships from all 
over the world are going to pass through that great highway. 
Big business-stupendous business-has got to move through 
the canal, and we must have a big bank to handle the business. 
Ancon is as much in touch with the balance of the world 
as any other center of business. You can telegraph, cable, or 
send wireless messages from Ancon as quick as you can from 
New York City. Of course there are not so many ships now as 
there are at New York, but there is not going to be very mucl1 
difference in the near future, in my opinion. There is going to 
be a ship ready to go through there every time there is an 
opportunity for one to get in and get out. 

Now, the balance of trade has been against the United States 
with the southern Republics. Sterling exchange is the only ex­
change known to them. They do not know what a United States 
Treasury note is, so little do they know about or come in touch 
with our method of doing business that you have to identify it. 
We buy a cargo of hides or wool in the Argentine, and how do 
you make your settlement? You buy a London draft. What does 
that mean? You have to take United States gold and deposit 
it in London. That takes away good reserve money and gives 
London the use of our gold; that gives them the interest on it 
and enables London to be the clearing ·house of the world. 
New York, in the United States, has the opportunity to _ be the 
clearing house of the world if we will only act and act promptly, 
strike while the iron is hot, make hay while the sun 'Shines. 
. We buy coffee from Brazil, and we sell a few things to 
Brazil, but the balance of _ the trade, not only with Brazil but 
almost every South American country, is against us. We send 
our money to London; it is sent by draft to Brazil, and they 
send the draft back again; there is about 90 days or longer con­
sumed in the transaction, and we are out the use of that money 
for that length of time. 
. Even though that ba~ing business is adverse to us, · yet if 
we could handle that adverse balance of trade as a banking 
proposition it would be money in our pockets. 

-Mr. MOOREl Mr. Chairman, will the gentleman yield? 
Mr. HELM. Certainly. 

. Mr. MOORE. Can the gentleman tell us anything about the 
banking facilities that Great Britain and Germany have in 
respect to their relations with South America? 
. 1\Ir. HELM. I can not speak as one who is fully advised, 
but, generally speaking, I think it is true that every country 
in South America has an English, a German, and a French 
bank, one or more. They are thick there; in fact, about all the 
banking business done is done by those countries. I think I am 
absolutely correct when I say that there is but one United 
States bank south of Panama. 

Ur. MOORE. Is it not a fact that the South American peo­
ple have very little knowledge of Ame'rican banking methods, 
and do have a great deal of knowledge and confidence in the 
banking methods of Great Britain and Germany? 

Mr. HELM. I hat'e just stated that they do not know a 
dollar when they see it. They do not know United States 
money when they see it. · They do not recognize ·or honor a 
draft on New York. So little do they circulate there. 

Before the outbreak of the European war our exports to 
Central and Sooth America were decreasing, while our imports 
were increasing. This condition has been more marked since 
the outbreak of this war. Our exports in 1913 amounted to 
$323,775,885; in 1914 to $282,070,153; while our imports in 1913 
amounted to $442,419,973, and in 1914, $469,082,667; showing a 
trade balance against us for 1913 of $118,644,088, and in 1914 of 
$187,012,514. 

How to ·divert this flow of trade current in our direction is 
one of the problems of the immediate future and is a matter 
of much interest and concern to us. 

A bill (H. R. 21160) to incorporate the Pan Amedcan Bank. 
Be it enacted, etc., That thls act shall be known and may be referred 

to as the " Pan American Bank act." 
SEc. 2. That there shall be established a bank to be known as the 

Pan American Bank, which shall have its principal office at Ancon, in 
the Canal Zone, and may have branch offices elsewhere. · 

SEC. 3. That the United States Government, actlng through the Fed­
eral Reserve Board, shall subscribe to the capital stock of the Pan 
American Bank bereaftel" .organized under this act upon the terms and 
conditions herein mentioned. 

SEc. 4. That the powers of the Pan American Bank shall be sub­
stantially those of a national bank1 except as modified by this act, or 
In so far as the provisions regardmg- national banks may not be ap-
pliC2..ble to the bank organized under this act. · · 

SEC. 5. That the capital stock of the bank hereby established shall- be 
fixed at $25,000,000, divided into shares of the par value of $100 each,' 

SEC. 6. That -the United States Government, through the Federal Re­
serve Board, shall subscribe for 130,000 shares of the capital stock of 
said bank at par, and for: this purpose the Secretary of the Treasury, 
upon request of the Federal Reserve Board, shall Issue and sell any 
of the bonds of the United States under the act of August 5, 1909, the 
act of February 4, ·1910, and the act of March 2, 1911, relative to the 
Issuance of bonds for' the · construction of tbe Panama Canal; the re­
maining 120,000 shares of the capital stock of said bank shall be of­
fered for public subscription. 
· SEC. 7. That the Pan American Bank may begin business as soon afl 

$13,000J..OOO of said stock bas been subscribed and paid for by the United 
~tates uovernment, and shall have succession for a period of 20 years 
from Its organization, with the right to extend Its period of succession 
an equal number of years unless sooner dissolved according to the pro­
visions of the natlonaJ-bank act, or until its franchise becomes forfeited 
by some violation of law. · 

SEc. 8. That the board of directors shall consist of seven members the 
majority of whom shall be appointed by the Federal ReseL·ve Board · 
the minority directors shall be elected by the stockholders, except the 
United States Government shall not participate in their election. The 
board of directors shall appoint a presidQJlt, vice president, .cashier, and 
other officers, define their duties, and in its discretion require bond of 
them, dismiss such officers or any of them at pleasure, and appoint their 
successors to fill their places. . · 

SEc. 9. That the Pan American Bank hereby incorporated shall not 
issue notes or obligations in any form to be used and circulated as 
money. 

SEc. 10. That any moneys held in the general fund of the Treasury 
except the 5 per cent fund for the redemption of outstanding national: 
bank notes and the funds provided for the redemption of Federal re­
serve notes, may, upon the discretion of the Sec1·etary of the Treasury 
be dE)posited in the Pan American Bank, which bank, when required by 
the Secretary of the Treasury, shall act as fiscal agent of the United 
States ; and the revenues of the Government or any part thereof may be 
deposited in said bank and disbursement be made by checks drawn 
against such deposits. - · . 

SEC. 11. 'l'hat t.he Pan American Bank may, under rules and regula­
tions prescribed by the Federal Reserve Board, purchase and sell in the 
open market, at home or abroad, either !rom ot• to domestic or foreign 
banks, firms, corporations, or individuals, cable transfers and· bankers' 
acc~ptanc~s and bills of exchange of the kinds and maturities by the 
Federal reserve bank act mad9 eligible for rediscount, with or without 
indorsement . 

It shall also have power-
(A) To deal in gold coin and gold and silver bullion at home or 

abroad, to make loans thereon, exchange Federal reserve notes for gold 
gold coin, or gold certificates, and to contract for loans of gold coin or 
bullion, giving therefor, when necessary, acceptable security, including 
the hypothecation of bonds of the Unitl!d States or foreign countries or 
other securities whlch Federal reserve banks are authorized to hold'; 

(B) ·To buy and sell, at home or abroad, bonds and notes of the United 
States .or foreign Governments, and bills, notes, revenue bonds, and war­
rants issued in anticipation of the collection of taxes or in anticipation 
of the receipts of assured ·revenues of any State, county, district, politi­
cal subdivision, or municipality in the continental United States or -for­
eign Governments, including irrigation, drainage, and reclamation dis­
tricts, such purchases to be made in accordance with rules and regula­
tions prescribed by the Federal Reserve Board ; 

(C) To establish from time to time, subject to review and deter­
mination of the Federal Reserve Board, rates of discount to be charged 
by the bank for each class of paper, which shall be fixed with a view of 
accommodating commerce and business; 

(D) To establish accounts with banks for exchange purposes and to 
open and maintain banking accounts in foreign countries, appoint cor­
respondents, and establish agencies in such countries wheresoever it 
may deem best for the purpose of purchasing, selling, and collecting 
bills of exchange, and to buy and sell, throu~h such conespondents or 
agencies, bills of exchange arising out of actual commercial transactions. 

SEC. 12. That loans may be made by the said bank, with the consent 
of the Feaeral Reserve Board, orr relll estate io. any foreign country in 
which a branch bank has been established to the extent of 25 per cent 
of the capital stock set aside for the business of said branch bank, or 
one-third of the time deposits held by said branch bank. 

SEc. 13. That branches may be established, with the consent of the 
Federal Reserve Board, in the United States or in any of the countries 
Qf South and Central America, including Mexico and the West Indian 
Islands. 

SEC. 14. That before the Pan American Bank establishes in foreign 
countries branches which may act as fiscal agents of the United States, 
the place or pla~es where such branch is proposed to be established and 
the amount of capital set aside for the conduct of its foreign business 
shall be first approved by the Comptroller of the Currency, and said 
branch bank shall be required at all times to furnish information con­
cerning the condition of such branches to the Comptroller of the Cur­
rEmcy upon demand, and he may order special examinations of the said 
branches at such time or times as he may deem best. Every such 
branch· shall conduct the accounts of each branch independently of the 
accounts of other branches established by it and of its home office, and 
shall at the end of each fiscal period transfer to its general ledger the 
profit or loss accruing at each branch as a separate Item. 

SEC. 15. That 1t shall be the duty of t}le Comptroller of the Currency 
and · the Federal Reserve Board, and they shall have the authority, to 
examine the Pan American Bank and its branches in the manner pro-
vided by section 21 of the Federal reserve act. . 

SEc. 16. That the stockholders of the Pan American Bank shall be 
held responsible for all contracts, debts, and engagements of such bank, 
each to the amount of his stock therein, at the par value thereof, in ad­
dition to the amount invested in such stock. The stockholders in said 
bank who shall have transferred their shares or registered the transfer 
thereof within 60 days next before the date of the fallm·e of such bank 
to meet its obligations, or with knowledge of such Impending faJlure, 
shall be liable to the same extent as if they had made no such transfer, 
to the extent that the subsequent transferee fails to meet such liability ; 
but . this provision shall not be construed to affect in any way any re­
course which such shareholders might otherwise have against those I in 
whose names such shares are registered at the time of such failure. 

SEC. 17. That any person committing any offense under this act, the 
Federal reserve act, or any other act relating to the powers and duties 
of banks or bank officers, where the acts constituting such offense were 
committed wholly or in part outside of the jurisdiction of the United 
States, may be prosecuted and tried in the district In which be may nt 
any time be apprehended, and the time after the commission of the 
offense during which he w'as outside of the jurisdiction of the United 

· States shall not · be -included in computing the running of any statute 
of llmltation of prosecutions or actions. 
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1 SEC . . 18. That the Pan American Bank may go into liquidation in the 
manner prescribed by law for the liquidation of national banking asso­
ciations, In so far as the provisions relating to liquidation thereof may 
be applicable to the bank incorporated under thls act. . 

SEc. 19. That if for any violation of law its franchise should be sub­
ject to forfeiture, the proceedings thereunder shall be the same a~ in 
case of forfeiture of the franchise of any national banking associatiOn. 

SEc. 20. That if any clause, sentence, paragraph, or any pat·t of this 
act shall for any •·eason be adjudged by any court of competent jurisdic­
tion to be invalid, such judgment shall not affect, impair, or invalidat~ 
the remainder of this act, but shall be confined in its opemtion to the 
clause, sentence, pat·agraph, or any part of this act thet·eof directly 
affected by the controversy in which judgment shall have be.en rende1·ed. 

SEC. 21. That the right to annul, alter, or repeal this act is hereby 
expressly reserved. 

The bill has been drawn with a view of attracting busines!:> 
and of doing business. Complete control and ample visitorial 
powers are vested in the Federal Reserve Board and the Comp­
troller of the Currency. The vast credit of the United States is 
behind the institution to· fnspire confidence, stability, and pres­
tige, and would be an inducement to the Governments of Central 
and South America _and the West Indian islands to promptly 
sanction the establishment of the branch banks provided for in 
the bill and to become stockholders in the institution. 
. It reports to Congress and is at all times subject to examina-
tion. • · 
· The principal place of business is Ancon, on the Canal Zone, 
which stamps it as the distinctive feature of the bank to meet 
the Republics to the south of us halfway. It is the outgrowth 
of the South American financial situation resulting from the 
European war. It is a movement for the Western Hemisphere 
to get together and stand together. The canal promises to be 
the converging point of all over-sea ships as well as those plying 
between North and South America, and is equipped with ocean 

· cable and wireless stations, all of which put it in as close touch 
with the world as any other business center on the globe. The 
canal will be a lodestone for business of the greatest volume 
and magnitude and is a logical location for the bank, with a 
branch at New Orleans or New York. 

The commerchil tie-up resulting from the European war con­
vinced everyone that foreign trade is a vital element in our do­
mestic prosperity and that the continents of North and South 
America bave a greater identity of interest than was ever realized 
before; the couatries of these continents had been made to feel 
the importance of increasing the commercial intercourse between 
them which has been retarded · by lack of adequate banking 
facilities and means of exchange. 

Trade revival for the southern Republics must emanate from 
the United States. · · 

The United States must convert more of its raw material into 
manufactured articles and go after the trade now dominated by 
Europe. All trade balances are made through London, hence 
the tialance of credit is greatly against us. We are compelled 
to keep large gold balances in London to meet these difficulties. 
This not only takes gold out of the United States, but loses us 
interest, credit balances, and reserves. New York bills on South 
American banks have been penalized by almost prohibitive cost 
on London exchange. 

The foreig:Q. bonded debt of South American Republics is about 
$1,632,488,580; the bulk of this is financed in London. The pre­
ponderating influence of the holder of a mortgage lien is fully 
understood by bankers. The banking business of South America 
is conducted by British institutions. This has made sterling 
instead of dollars credits of the South American trade. Exports 
and imports are shipped direct. Payments for both are made 
almost exclusively in sterling bills of exchange. 

The bill supplies. the new credit machinery for establishing a 
merchants' ''cooperative exchange," or clearing house, for South 
American trade by matching credits, supplies the means of 
bringing together the N~rth and South American exporters and 

importers, standardizes credits, affords a means of reaching an 
agreement as to rates of exchange between South American cur­
rency and United States dollars, furnishes the indispensable 
information as to seasonal variations of shipments, customs 
duties, means and rates of transportation, pilotage and harbor 
charges, fulfilling the function of a much-needed bureau of 
information, indispensable to the acquisition of a business foot-
ing and standing. · 

Recent attempts to establish direct exchange by branch banks 
authorized in the Feder:ll reserve act have not been successful, 
because the credits available have been -wholly inadequate. 

Our consular agents for Central and South America should be 
selected from Porto Rico whenever it is possible to do so; fur· 
thermore, those Porto Ricans who are familiar with our busi­
ness methods would be the most efficient representatiYes of 
North American firms doing business in those countries because · 
of their knowledge of the languages and customs of the people 
with whom we are seeking to establish intimate commercial 
relations. 
REPOUT AND RECOllMEXDATIOXS OF LATIN·AMERICAN TRADE COMMITTEE. 

[Appointed by the Hon. W. C. Redfield, Secretary of Commerce of the 
United States, pursuant to resolution of the informal Latin·American 
trade conference at Washington, Sept. 10, 11}14.] 
Industrial. commercial, and financial conditions throughout the world 

have been disorganized by the European war. The trade of the United 
States with Latin .America has been seriously affected. The present 
period of confusion will, however, be st::cceeded by one of readjustment 
and reorganization. Your committee was appointed to investigate this 
situation, and to suggest measures to relieve the emel'j~ency and to place 
the trade of the United States with the sister Republics on a perma· 
nently satisfactory and mutually profitable basis. 

The products of Argentina. Brazil, Chile, and Peru. exported to the 
United States differ each from the other, and are dissimilar in tum 
from those which we in this country import from Bolivia, Colombia, 
Ecuador·, Paraguay, Uruguay, and Venezuela, from the Central American 
States, and Panama, from Mexico and from Cuba, the Dorriifilcan 
Republic, and Haiti. These products. for the pm·poses of this analysis, 
may be considered together as raw materials, just as the goorls which 
we export to these countries may be classified as manufactures. 
Mutual advantage for both the United States of America and the other 
Republics lies in a wider interchange. 

In a properly comprehensive report the trade of the United States 
with each of the Latin·American llepublics should be separately consid­
ered. We realize that in each case the problem is different and demands 
an individual solution. In geneTal, however. this trade rests solely on 
exchange of commodities; that it has, In its essentials, been barter. 
with a settlement of balances through London, and bas not been built 
up by extensive investment of for·eign capital, as bas been the case with 
British and German trade. 

The accompanying report deals with certain underlying principles 
applicable to our Latin-American trade as a whole. We feel that recog· 
nition of basic facts affords the only proper basis for meeting problems 
which, while they differ in the several countries, are nevertheless funda­
mentally the same. 

Your committee feels that articles recently appearing in the press 
regarding commercial opportunities in Central and South America have 
unduly emphasized the promising aspects thereof, and have, in most 
instances, failed to state that our exporters already doing business with 
these regions find that their sales have been decreased rather than in­
creased owing to the war. 

Your committee recognizes the present time as one when competition 
is less effective than in the past and than it will be in the future, until 
European bankers. merchants, and manufacturers recover from the 
effects of the war. 

Your committee, moreover, believes that an opportunity is now 
afforded to place the trade of the United States with other American 
nations upon a firm foundation, supporting a more comprehensive struc­
ture, which may be built as the situation again more nearly approaches 
normal. . . 

Your committee feels, however. that there is great danger that our 
merchants and manufacturers unfamiliar with Latin-American condi­
tions may be induced by recent publicity to undertake ventures in that 
field which not only will be unremunerative, but actually disastrous, and, 
in their ultimate result, make for a reaction of the very healthy and 
much to be desired interest in foreign trade now manifest throughout 
the United States, an interest which if properly directed should bC of 
great permanent value. 

SOUTH AMERICAN TRADE COXDITIONS. 

The trade of the principal South American countries with England, 
GermaLy, and the United States is shown by the following table: 

Imports and exports to the South American countries [rom and to England, Germany, and the United States for the years specified. 
[Compiled by the Bureau of Foreign and Domestic Commerce, Department of Commerce, from official reports of the resrective countries.] 

England. Germany. United States. 

Countries. Y~. l------------~----------11----------.----------l----------.----------

. 
Argentina.............................................................. 1913 
Brazil ...................... ·.·........................................... 1912 
Chile................................................................... 1912 
Peru.................... . .............................................. 1913 
Ecuador............................................................... 1911 
Uruguay ............................. ................................ .'. 1912 
Paraguay.............................................................. 1912 
Colombia................ . .............................................. 1912 
Venezuela.............................................................. 1913 
Bolivia................................................................. 19J2 

Imports. 

$126,305,556 
77,509,079 
38,599,282 

7, 779,616 
12,835,854 

I 12, 575,508 
21,295,248 
2 7,838,878 

3,994, 733 
3,528,042 

Exports. 

$116,154, 937 
43,006,473 
55,340,706 
16, 5G1, 235 

986,148 . 
6,508,127 

3 799 
2 4,376,182 

767,031 
26,044,974 

1 Figures are for 1911 and are taken from the Almanach de Gotha. 
2 Figures taken from U. S. Daily Consular and Trade Reports. 

Imports. 

S68, 815,721 
52,945,352 
33,189,070 

5,138,902 
2,385, 758 

17,849,094 
21,500,958 
2 4, 201,125 

2,586,986 
6,423,802 

a Figures are for 1911 and are taken from Pan American Union publication. 

Exports. Imports. Exports . 

$55,888, 788 $59,861,703 $22,096, 385 
51,856,965 48,043,322 141,720,216 
28,321,776 16,806,341 . 24, 526, 811 

2,970,857 8,541,934 14,761,355 
2,139,552 2,591,629 3,190,009 
7,860,272 15,638,402 2,655,371 
2 843,459 2304,888 2 590 

21,854,211 27,612,037 2 15,832, 882 
5,563, 768 6,944,136 8,470,563 
4,357,101 1, 787,321 152,583 
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The above figures show that e;q>orts from Great Brita.ln and Germany 
to South America considerably exceed imports from that region. 

This balance in favor of Europe may, in a measure, be explained by 
the fact that proceeds of loans issued by the South American Govern­
ments in Europe are remitted, not in cash, but in goods. 

AMEniCAN EXPORTS CONCENTRATED. 

Our export trade to South American countries particularly, aud to a 
lesser degree the Central American States, is concentrated. It is esti­
mated that 75 per cent of our principal exports to South America are 
the products of large organizations. Our principal exports to the River 
Plate may be roughly stated to cmisist of agricultural machinery and 
allied products, steel products. oil products-kerosene, gasoline, etc.­
and printing paper of various kinds. Our exports to Brazil, Chile, and 
Peru are largely limited to steel and oil products, locomotives and 
electrical machinery. Our trade in cotton cloths, shoes, stockb;gs, 
wearing apparel, and miscellaneous goods has not made up an impor­
tant part of tbe total because of our unwillingness or inability to meet 
British and German competition. · 

Even before the war our export trade to all Latin America, and 
notably South America, had begun to decrease on account of the pre­
vailln~ financial stringency. Our imports, however, increased in value, 
and tne trade balance adverse to the United States for the fiscal year 
1913-14 greatly exceeded that of 1912-13 both for all Latin America 
and for South .America alone. 

The accompanying table shows the distribution of this trade : 

- Exports. Imports. 

1913 1914 1913 1914 

Central Americall West In-
dian Repub ·cs, and 

$224,685,344 $246, 405, 592 Mexico .................. $177,627,892 $157,530,244 
South America .•••...•.... 146, 147, 993 124, 539, 909 217, ~4.,629 222, 677' 075 

Total ..••• ·-········ 323, 775,885 282,070, 153 442, 419, 973 469, 082, 667 

Trade balance adverse to th-e United States. 

. : 
1913 1914 

In. trade with Central Amenca, West Indian Republics, 
and Mexico .. ~. . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . • . . . . $47, 057, 452 $88,875,348 

In trade with South America ..... ····················-· 71,586,636 98,137,166 
1----------1---------

In trade with all Latin America .••..••. __________ 118,64.4,088 .187,012,514 

EFFECT OF THE WAB ON SOUTH AMERICAN COUNTRIES. 

Since August 1 of this year the countries in South America whose 
currency is not already on a gold basis have experienced a serious de­
preciation of their paper money. 

The export of copper, tin, nitrates, coffee, and other products bas 
been curtailed because of loss of the normal European markets. As 
indicative of financial conditions, bank holidays and mo~atoria were 
declared at the outbreak of hostilities, which ,were extended in certain 
countries from 60 to 90 days. The effect has been damaging to 
American expot·ters, as, under such clrcumstimces, drafts due in August 
will not be liquidated until November or December. This means a 
la1·ge accumulation of draft Indebtedness never contemplated by the 
shipper. Specie payments were suspended. 

Collections throughout South America~ therefore, are difficult, orders 
are falling off, and after our exporters nave completed their contracts 
for thls year there seems less prospect tor new business, unless steps 
are taken to relieve the situation. 

DIFFICULTIES OF SETTLE lENTS FOR SOUTH .A.MElUCAN TRADE. 

Since the balance of our trade with South America is heavily against 
the United States, there should be exchange facilities which would 
enable our exporters to obtain payment from balances ·created in New 
York in settlement for goods imported into this country from South 
America. 

Such balances, however, are not maintained in this country. 
The external debt of the South American Republics (Federal, State, 

and municipal) amounts, approximate!~ to $1,6321488,580. The bulk 
of those funds were borrowed from ureat Brltnrn. South Americ-a 
thE'.refore invariably has payments to make in London. 

The greater _part of South American banking business, moreover, is 
conducted by British-owned institutions. These · facts, together with 
the facilities offered by the London discount market, have Induced 
German and other European-owned banks trading in South America to 
maintain London agenc1es. Sterling credits, therefore, have been the 
basis of South American trade. 

Our exports to and imports from Latin America are shipped direct. 
'.rhey are, however (almost exclusively in South American trade and 
largely in Central American trade), paid for in sterling bills of ex­
change. 

United States exporters have in the past converted their dollars 
into sterling at the rate of the day, drawing against their South Ameri­
can customers at 90 days ' sight, payable in 90 days' bills on London. 
Importers have accepted 90 days' -Sterling bllls, which they have liqui­
dated at the current rate of exchange. '.rhis .bas necessitated the con­
version of dollars Into sterling in the United States and a reconversion 
in South .America from sterling Into the currenq· of the buying country. 

'.l'hus, although the balance of the South American trade of the United 
States has peen increasin~ly heavy against this country, we do not 
make settlement direct. We have been obliged, either by the shipment 
of gold or goods, to settle this adverse balance by remlttin~ to England 
either gold or goods to meet interest charges on the South American 
debt and to pay for goods purchased in Europe by the South American 
countries. 

Recent attempts to establish direct exchange with South America 
have not been successful in relieving the trade congestion incident to 
the dislocation of London exchange. A few New York banking Institu­
tions have been ready to extend accommodation to American exporters, 
lmt the credits available have been wholly inadequate. This fact, to· 
gethet· with the difficulty of making collections in South America, bas 
set·iou;Jy embaiTassed our exporters. while our Importers, finding Jt 
practica lly imposs ible to dispose of New York bills to bankers in South 

~{.l;_a, have been penalized by the almost prohlbitl'l'"e cost of London: 

PRESENT PROBLEMS. 

(1) Because of the war the Latin-American countries are confronted 
by the necesslty-

(a) Of marketing their products despite the shrinkage of world pur· 
chasing fower. 

(b) 0 obtaining funds to move crops and to continue indlspen !lble 
industrial and agricultural development normally financed by Europe. 

~2~ The United States is confronted--
Am:ric~Y the necessity of holding its normal export trade with Latin 

(b) By the possibility of increasing that trade by filling Latin­
American needs for merchandise hitherto purchased in Europe, wWch 
Europe can not now supply. 

The solution of these problems depends upon­p> Production. 
(2~ Transportation-Shipping and insurance. · 

tler:ent~~ancing: (a) Of production, (b) of transportation, (C) of se~· 

Production in the United States can be maintained if there be a 
sufficient market at home and abroad for American goods. Produc· 
tion in South America may continue; but can not be further developed 
unless financial assistance be obtained. · · 

At the present time steamships are available and sailing regul:i.rly 
from tWs country to the principal ports of Latin America and from 
those ports to the United States. Many of these vessels are unable to 
obtain filll cai·goes. Although only a limited number are under the 
United States flag the above will clearly indicate to exporters, import-
~~~d a0~d ~~~~~~':t~rs that they n_eed not hold back from entering the 

Before trade can resume its normal course the exchanfie problem 
:e~t c~idftollicft11eA~~~r by the restC?ration of old or by estab shment of 

NEW CRED,IT MACHINERY Jo.'"EEDED. 
Old methods may no . longer be serviceable in the situation which 

will result from the readjustment following the war. It should now 
be po sible, indeed, in the mutual interest of the Latin-American Re­
public and ourselves, to create new credit machinery to perform the 
functions of the old, and which will at the same time rid us at least 
partially of a dependence upon the London credits and European 
financial markets, which, though essential in the past, has proved to be 
seriously embarrassin"' . 

Deprived of the European loans with which their resources were 
being developed, Latin-American countries are now · undergoing a. 
serious curtailment of industry and development. The consequences 
in many instances will be serious, not only to these countries them· 
selves, but also to the countries which expected to supply the ~qaterials. 

It has been increasingly the practice of European bankers to stipu­
late the use of European material in the projects wbich they financed. 
Latin America is now turning to the United States for funds. This 
country is hardly in a position to undertake considerable investments 
at the present time, but industries with an already. considerable trade 
at stake may well consider the necessity of protecting that trade bY. 
obtaining for their customers some relief from the present stringency ' 
Such investments, if judiciously made, would yield an ultimate fair 
return and meanwhile provide a market for American materials which 
can not now be sold. - . 

The question of creating a market for Latin-American securities in 
the United States, therefore, is hi1hly important. The develo~ment of 
~~~~1t~~~~e with those countries is argely dependent on its sat sfactO['Y 

ESTABLISHME..-.;T OF COMJIIERCIAL CREDITS MOST IMPORTANT. 

Unless the restriction of commercial credits be remedied, ho~ever 
we will not only be unable to extend our trade, but we will lose a con: 
siderable portion of that which we already" have. 

The present elfor.t to secure cooperation of American bankers in 
massing a gold fund to satisfy our obligations abroad by promising to 
cause London ex.ch!lnge again to approach normal will lessen to the 
American importer the expense of liquidating in London his South 
.American indebtedness. It will nevertheless give e.trect to the old 
alienation of the selling power we should derive from purchases of 
South American products. Liquidation of our South American indebted; 
ness in London will pay for British exports to Latin America at a time 
when American merchandise, intlm.idated by moratoria, remains con­
gested on our docks. Our avallable money will serve Great Britain's 
etl'ort to capture South American markets vacated perforce by Germany. 

Whenever there is a great disturbance of the world's finances Ameri­
can exporters and importers in South American trade are injured 
because of the dependence on London. This has happened four times 
in 25 years. 

So long as Sooth America must meet interest settlements in London 
by shipment of goods to the United States, under the old three-cornered 
system our South American trade must to a certain degree depend upon 
London exchange. 

But in view of the facts above mentioned it has seemed to yoll.l.' 
committee that the need for independence, emphasized by the present 
situation, should be recognized. We feel that an attempt should now 
be made to evolve some plan whereby we might take advantage of our 
large direct trade with Latin America to make a market for bills drawn 
in dollars and establ.ish a direct exchange, not with the view to elimi­
nating sterling credits now or later, but in order to provide an exchange 
channel which will supplement, otrset, or compete with London and be 
available in an emergency when London exchange is disorganized. 

The maintenance of exchange relations depends on a credit machin erv 
and reciprocal balances. This machinery will partially be provided 
under the F ederal reserve act, which permits American banks to open 
branches abroad and permits a red.iscount in this country of commer­
cial paper, based on shipments of commodities in foreign trade. The e 
steps, however, have not yet been effected, and your committee, ap­
preciating that the installation of this machinery may require consid­
erable time, has considered means for temporary relief. 

COOPERATIVE EXCHANGE AS EMERGENCY MEASURE. 

A plan for the establishment of a merchants' "cooperative exchange " 
or clearing house for Latin-American trade has been proposed. Thi , 
it bas been suggested, would enable importers and exporters of ~toods to 
and from Latin America to watch credits, balances to be remitted on 
certain definite settling dates. The chief argument for such an institu­
tion is that it would- bring together-- exporters and importers, · among 
whom there is new no cohesion. Both know , their cash r equirements 
each month. If the exporters require, say, $5,000,000 to pay foL· theil.· 
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October shipments to Brazil and the importers a like amount to pay 
for t heir imports ft·om Brazil, such an exchange might be able easily 
to liquidate transactions in New York. 

The plan, however, is open to serious objection for the following 

re{~ot;,he necessity and difficulty of securing the cooperation of a suffi­
cient number of importers and exporters. 

(2) The necessity and difficulty of standardizing credits .. 
(3) '.rhe difficulty of reaching an agreement as to the rate of exchange 

between South .American currency and United States dollars. 
( 4) The difficulty due to the seasonal variations of shipments of South 

American produce and the consequent fluctuation in the demand for 
balances in New York or South America. 

(5) The disorganized financial situation in South .America, which in­
creases the risk in securing settlements in the South American Repub-
lics. · 

(6) The necessity of creating and maintaining an expert and, there­
fore, expensive organization. 

The difficulty as regards South .America, however, would still remain, 
for it would be Impossible within any reasonable time to organize in 
the principal cities of South .America sufficiently extensive cooperative 
associations of importers and expm·ters of .American products. 

Standudization of South American credits, therefore, could only be 
secm·ed by the guaranty of American shippers or impot·ters, or by the 
guaranty of the South American Governments themselves. 

Y.om· committee, therefore, after careful consideration, feels that the 
suggested "cooperative exchange" would not be prac~tcal, although a 
powerful banking group or large banking Institution Willing to assist in 
maintaining and developing our Latin-American trade might be able to 
secure and render mutually beneficial the organized cooperation of ex­
porters and importers in matching credits. 

llECOMMENDATIO~S. 

Your committee, however, believes that the extension of credits might 
be facilitated and some relief affot·ded pending the establishment of the 
Federal reserve banks if, in addition to permitting natio_nal banks which 
have signified their intention to enter the reserve assoctatlons to accept 
commercial l?aper, action to be taken by the Federal Reserve Board to 
make immedtat.ely effective the rediscount provision of the new banking 
system, thus ttssurlng early establishment of a discount market. 

Yom· committee, while appreciating the necessity of conserving the 
bankln~ resomces of this country for the protection of our domestic 
situation, never·tbeless believes that the cessation or curtailment of our 
trade with Latin .America will in itself be highly Injurious to .American 
Industt·y just as we believe that the extension of this trade would make 
for the prosperity of the country at large, as well as of those directly 
intet·estcd . We therefore hope that American banking institutions may 
be Induced to meet the present emergency, not by tentative and Inade­
qua te measures, but by extending accommodation sufficient at least to 
assure the maintenance of our already established trade. 

EXTENSION OF TllADE. 

The question of extending American commerce with Latin America 
depends. primarily, as does the problem of maintaining our trade, . upon 
the establishment of commercial credits, upon our ability to finance 
Latin-American enterprise, purchase the products of its soil and Indus­
tries. and upon the per·fection of our selling machinery. 

Your committee bas not attempted to formulate suggestions as to the 
manner In which the individual manufacturer should proceed to estab­
lish n market for· his products in South .America. Not· does it here dwell 
upon the importance of adaptation of the product to the needs of the 
market or proper packing. Too high praise can not be given the Govern­
ment, particularly the Department of Commerce undE;r the Hon. W. C. 
Redfield for Its effective propaganda on these essenhal points and for 
its ell'm·ts adequately to assist extension of our foreign trade. 

The enlightened services of the Pan American UnlC?n in safeguarding 
good understanding among the Republics of the Western Hemisphere 
and In making Its information and advice available to all affected by the 
commercial problems arising at this juncture are worthy of the warmest 
commendation. · 

CAUTION NOW ADVISABLE. 
Yom· committee feels, however, that merchants and manufacturers 

now contemplating an entry into the Latin-American field should be 
careful to avail themselves of the easily accessible information concern­
Ing these markets. It is suggested that they should at the. outset ~:e­
member· that the cost of maintaining Individual representatives would 
probably be too great for any one of them to bear themselves. It Is 
therefore suggested that associations consisting of the smaller firms or 
corpor·a tions engaged In kindred lines of production might be formed, 
and that either one or more representatives should be sent to South 
.America to look after the interests of such associations, thereby bringing 
the cost of representation within a reasonable limit. 

It has been suggested that .American manufactm·ers should combine to 
send to South .Amet·ica trade exhibits showing the various articles which 
they have for sale. Your committee, however, i.s not inclined to feel 
that such measures would be productive of any permanent results. It is 
stlggested instead that manufacturers and dealers desiring to place their 
products in Latin America, and who, for any reason, prefer not to send 
their own representatives there, could establish connections with export . 
houses already doing business in those countl'ies and maintaining large 
branch offices in the principal South .American cities fully equipped with 
efficient sales organizations or who have established connections, and in 
certain lines of goods-foodstuffs, notions, and miscellaneous articles­
join in establishing what might be called, for want of a better name, an 
"Amet·ican store " in. certain of the most important cities. 

Ventures of this sot·t, however, require considerable capital and ex­
perienced men, and for the sake of the ultimate development of mutually 
beneficial commercial relations with Latin Amet·ica it is believed that 
our merchants and manufacturers should not attempt to install their 
own establishments in Latin .Amet·ica unless they are prepared to meet 
initial losses and disappointments before realizing even moderate profits 
in what must necessal'ily be a developing rather than a ready-made 
business. 

Your committee begs, therefore, to summarize the results of the in­
vestigations and to state its belief that the present disorganization of 
the trade of the United States with Latin .America may best be remedied 
and placed on a pet·manently satisfactory basis as follows: 

1. The establishment of a dollar exchange. 
(a) By the ultimate creation of a _discount market. 
(b) Pending the establishment of a discount market, by the extension 

of adequate accommodations ·by banking institutions, and the establish· 
ment of reciprocal balances in the United States and In Latin .America 
for financing Latin-American trade. 

. 2. Perfection of our selling machinery. 
(a) By furnishing additional support to commission houses already 

familiar with Latin-American business. 
(b) By forming asssociatlons of merchants and manufacturers to be 

jointly represented in Latin .America. 
(c) By obtaining information as to the possiblllties of developing 

retail stores in large Latin-American cities. 

THE WORLD RACE FOR THE RICH SOUTH AMERICAN TRADE. 

A COl\IPETITION FOR COYMERCIAL SUPREMACY IN WHICH THE UNITED 
STATES IS PITTED AGAINST GERMANY, GREAT ERITAIN, AND ITALY, A...~D 
IN WHICH WE ARE HANDICAPPED BY LACK OF BANKING FACILITIES, BY 
MEAGER SOURCES OF CORRECT NEWS, BY INADEQUATE KNOWLEDGE OB' 
CONDITIONS, AND BY MISDIRECTED TRAINING OF OUR TRADE REPRESENT..\· 
TIVES-THE NEED OF YOUNG MEN TO GET THE BUSINESS FOR US-A 
SURVEY OF THE EFFECTS OF THE PANAMA CANAL UPON SOUTH AMERICA, 
AND A STATEMENT OF OUR UNPREPAREDNESS FOR A GOLDE~ OPPORTUNITY. 

[By Charles Lyon Chandler. of the American Consular Service.] 
There are many barriers against American trade expansion in South 

America and many handicaps which .American investors to-day have 
to overcome. But perhaps the most important are these: We need in 
South America American banks, American young men, a better-informed 
press, and our investors there need better labor; that is, cheap, de· 
pendable labor. 

Ther~ is not an American bank south of Panama. Here are two 
examples of what thls means to American business: 

Shortly after I had taken up my residence in Buenos Aires I went 
with a friend, a representative of one of the United States Govern­
ment executive departments, to the cashier's window of a foreign bank 
in South America to have a Treasury draft cashed. The draft was 
literally thrown back in my friend's face. It took him three days to 
secure the money on that draft. Think of it! Uncle Sam's check so 
strange a thing in South America that a bank would not take lt . . 

But that is simply the picturesque side. 
I knew a young American, Herbert Leonard, who had come to 

· Callao whlle I was connected with the consulate to represent an 
American tin-roofing manufacturer. There was a wealthy rancher 
at Callao, Elogio Castro, who owned a ranch about the size of ' the 
State of Delaware. The order for the tin roofing for all the sheds 
and shacks on that ranch was a choice morsel, and Leonard spent 
many days cultivating the acquaintance of the wealthy don. 

Finally, In the midst of a two hours' conversation one day, the 
rancher let fall a dozen words which made Leonard certain that be 
had not spent his time in vain, and that the order was his. To make 
a tedious Spanish sale short In words. Leonard quotE'd pt·ices for the 
roofing and waited for Don Eloglo to send in his order. After several 
days of delav there came, not the order, but a courteous note, statinr 
that Sefior Castro regretted that he could not place his order with the 
Senor Leonard, as he most assuredly desired to do, because the Senor 
Leonard had quoted him prices considerably higher than those which 
he had quoted to several other purchasers in Callao and Lima. Senor 
Castro ended his letter with a list of the names of those other pur­
chasers. 

Of course, Leonard sold his goods, as do all salesmen, on a sliding 
scale of prices. His quotations necessarily varied according to the 
size of the order and the grade of material. To dealers be quoted dis· 
counts. Then, too, he had a certain margin to meet competition. 
His price to Don Elogio was fair if viewed in this light, but the don 
cared nothing for the reasons why Leonard should charge him one 
price and some other buyer another. 

Leonard dropp,ed in at the consulate that afternoon and showed 
me the letter. 'It gets me," be said. "I know that he might have 
got one of my customers to tell him my price, or, maybe, two of them. 
But b"Ow he got the whole list rs more than I can figure out." 

He and I studied the matter for weeks. Finally we located the leak. 
The bank that Leonard dealt with copied every Invoice, every scrap 
of paper, that related to his business. Don Elogio and half the other 
prominent men in the town were directors of the bank ; consequently 
all of Leonard's invoices were at their disposal, and his business became 
public property. Moreover, there was no way for him to escape the 
trap, much less to retaliate. The whole banking business of the city­
and the same would have been true of any South American city-was 
absolutely controlled by interests opposed to his own. He must either 
place himself in the bands of his purchasers or else in the hands of 
his trade rivals, for those banks that were not controlled by South 
Americans were In the bands of citizens of European countries com· 
peting directly with Americans. 

Why, then. :vou may ask, have we no banks in South America? 
Mr. Samuel McRoberts, vice president of the National City Bank. of 
New York, says that all that is needed to cause .American bankers 
to establish branches in foreign lands is for Congress to amend the law 
to permit American national banks to operate them. Recently the 
National City Co. sent Mr. William Morgan Shuster. formerly treasurer 
general of Persia, and two associates to South America to study the 
South American field with a view to the betterment of .American 
banking connections there. Since the National City Co. operates in a 
wider field than a national bank, it may find a way to overcome the 
handicap placed against American bankers In foreign countries by 
our antiquated banking laws. But there will still be the imperative 
need for an amendment of our banking laws by Congress, so that all 
our banks may be free to enter this new field. 

It is currently reported in South America that one chain of banking 
organizations sends copies of every invoice in its hands-and a good 
many of these invoices are from .American customers-to the bead 
office of the ba.nk in one of the European capitals for the information 
generally of exporters in that countt·y. That country is one of 
America's largest competit~rs in the world's ma_rket. Surely, any 
American exporter can realize what an advantage 1t would be to him 
if he knew every price quoted by evet·y French, English, German, 
and Italian firm to every South American buyer. This practice can 
hardly be condemned if we Yankees refuse to do our own hanking. 

Another phase of the situation is this: The mot·e heavily we finance 
our foreign commerce with our own capital the sooner we hecome a 
creditor nation. The development of new countries is dependent 
upon creditor nations to finance their growth-to hnild railroads, 
canals, and wagon roads, to found factories anu other industrial insti­
tutions, and, above all, to take up the Issues of natiounl and local 
bonds. There is no part of the world of which it would be more ad­
vantageous for us to become a ct·edltot· nation than Latin America. 
If we do this, we will be an integral part of the growth of those 
countries, and. controlling the financial supplies furnished, we will 
secure a prior lien, as it were, on its future prosperity and on its busl-
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ness generally. This is the chief argument in favor of that promotion 
of big business ill Bouth ..America which the State Department .has 
1·e~ntly taken up under the "dollar diplomacy." 

Tbe big busine , tire loans we are floating, and the railroads we are 
building ln South America to-day are substantial bowlders which will 
hold open against tire attacks of our trade rivals the door of com­
mercial oppot·tunity in South America for the small exporter. But 
England, France, Germany, and even Holland have so far anticipated 
us in this respect as to make it problematical to many at first sight 
whether .an .American banking institution there would stand the strain 
of competition with those which have been for 50 years established 
in the field. Xbis doubt, .however, is guicldy dissipated·when the volume 
of our commerce in South America is considered. We have the com­
merce, and that is the essential warrant for the existence of a btm.k. 
In one decade, from 1901 to 1911, our exports to South .America in­
creased 288 per cent. In tbat period the total trade of South America 
increased somewhat more than 150 per cent. To-day the Argentine 
Republic stands ninth among our customers; in 1000 she was fourteenth. 
Brazil stands thirteenth ; 10 years ago she was sixteenth. 

'l'he bulk of our investments in South America also indicates the 
possible success of an American bank in this field. We have $30,000,000 
10 mines and other properties in Peru i. $20,000,000 in packing plants 
in Argentina; $15,000,000 in packing pants and railroads In Uruguay; 
to say nothing of our capital in Colombia's banana plantations and 
mines and in Venezuela's asphalt fields. Ecuador's railroads are under 
American control. A Harvard graduate manages the electric and power 
plant of Rio de Janeiro. 

The banks of other countries in South America show large earnings. 
The London & River Plate Bank not long ago paid a dividend of 
20 per cent and the London & Brazilian Bank a dividend of 17 per cent. 
The British Bank of South America and the Anglo-South American 
Bank paid 15 and 10 per cent, respectively, and the "melons, of the 
banks of other nationalities were just about as ~ood. 

Again, good banks are needed for national ' team play " in trade 
expansion. Bankers are the men on the coaching lines in foreign 
business ; the directors of German, French, and English banks have 
their fingers in many enterprises-in home companies exporting rail­
road ties or agricultural machinery, in railroad loans, and in sewerage 
and other business operations. How can our people back home keep 
in touch with these opportunities 1or inYestment and for business 
unless they have such men on the spot to advise them? 

There is one point, a bi': aside from ban1."i.ng, that deserves mention 
here. Nothing is harder for the avern~e exporter to ascertain than 
the standing, or credit rating, of firms m foreign countries unless be 
llas the assistance of a good mercantile agency. The lack of such 
agencies has handicapped American exporters in many South Ameri­
can countries very seriously, and · until they are established American 
bankers in South America could be very useful by supplying the 
information they usually give. 

An American bank would be welcomed in those countries. Just 
before I left Buenos Aires for the United States the last time Dr. Jose 
Maria Rosa, the Argentine minister o:t tbe treasury, told me that be 
could hardly understand why we had no bank in Buenos Aires, a city 
as large as Philadelphia. " Tlle Argentine Government will give all 
possible assistance toward its establishment," continued Dr. Rosa. 
" How can your trade with us ever grow unless you have n bank here, 
Senor Chandler? It is so very important. Tell your countrymen to 
come here and found one." 

Dr. Eliodoro Lobos, the minister of agriculture, was even more 
emphatic. He said, "Your President and Secretary of State will make 
their names immortal if they will only get such a bank started. We 
need such a bank as well as you. Otherwise our trade with yon can 
not grow, and nations are better friends if thE-y see more Of each other 
and have more dealings with each other. Your packing people are 
moving here to the Argentine, and they will require one more than 
ever." 

'l'hat lust point of Seiior Lobos's is worth remembering. The meat­
producing center of the world is rapidly shifting to the River Plate. 
O:t all the beef consumed in London 78 per cent is shipped from the 
Argentine. If our supplies of li\e stock in the United States continue 
to diminish !) per cent every 10 years, while our consumers increase 
21 per cent, as our census statistics inform us, we shall have to turn 
elsewhere for our meat, and that " somewhere " wlll almost certainly 
be either the Argentine or Uruguay. Are we going to let an money 
n·ansactlons in our food supplies be controlled by our trade rivals? 

American shoe manufacturers are now buying a large percentage of 
their hides from South America. They are competitors in the world's 
market against 1he shoe manufacturers of England, Germany, and 
France. Isn't it rather a serious thing that for lack of amendment of 
a sin~le law this country should give into the bands of English, French, 
and German shoe manufacturers the knowledge of prices paid by their 
A..merican competitors for their raw material? We ru·e dependent upon 
South America for more things than we realize, perhaps. How many 
know that we depend upon the nitrate beds of Chile ~or all our powder, 
dynamite, and a great many other valn&ble commodities in the mann­
fa<"ture of which nitrate is- used? We are dependent upon South 
America for our cofl'ee and cocoa. The finet>t kid skins for ladies' 
gloves come from that corner of Brazil whicb juts out into the Atlantic 
Ocean. 

We do not realize the price we pay foreirn bankers on tbls immense 
trade between the two continents. It has been roughly estimated that 
the British banks alone have made more than $80,000,000 from citizens 
of the United States in South America,.. and some authorities will tell 
you that this is too low an estimate. ·~·be toll is constant. It is like 
the old French seignorial river dues that never ceased because the river 
never stopped flowing. 

These foreign banks in those lands for more than 50 years slowly 
but ever so surely have reared a great fabric with branches in all the 
big trade centers. They now present an organization as closely knit 
as any army or navy, all aiding in the advancement of the interests 
of their home countries, from the presidents and boards of directors­
most of whom are generally interested in railroads and other lucrative 
Soutb American enterprises-down to the newest " clark " fresh from 
L-ondon. We also need such a machine as this for our trade. 

TIIE NEED ' OF YOUNG AMERICANS. 

For us tbe South American commercial field is essentially a young 
man's field. 

The general retail -trade--the sclllng of general lines of hardware, 
of paint, and of miscellaneous dry goods manufactures to the retailers 
of those countries-has received little development. That is the busi­
ness which is to come, and I consider it more important in building 
sound commercial relations witb other countries than the big business. 
Of course, the big business makes it easier for om: exporters to get the 

' 

little orders o:t the :retail merchants. But many other countries, nota· 
bly G-ermany, have already .made great progress in clinching the Stmth 
American retail trade. When we go in for that business we shall hav-e 
to fight for it, "lUld it ls only "the young men of our country who can 
secure it for us. : 

Why? Because little orders are placed with friends. For the 
drummer selling to Jeremiah Smith, of Kalamazoo, it is wot'tll '8. good ' 
many orders to gain the good gr'aces o:t Mrs. Smith, and it is a strong 1 
point for that drummer to ·be on such terms of easy 1'amllinrity ·that 
he can ask if Jeremiah, jr., hn.s recovered from the measles. This is · 
just :as valuable with . Seiior Alvarez, of Montevideo. Indeed, it is I 
much mo.re valuable. Yon know that in ·our own country the element 
of personal relations in business getting is much stronger 1n the South 
than ln the North, and if yon multiply this diJference many times yon ' 
will bave a very good idea of the impo~tance of personal ·relations in 
business fields in South America. 

One o:t the hardest things for an American salesman, newly come 
to a South American State, to understand is why be must spend so 
many precious days simply attempting to gain a social entr~ to the 
dons as a preface to the privilege of placing a business proposition 
before them. The only reason is that it is the Latin's way, and i! his 
business is to be gotten the American salesman must first learn and 
appreciate his customs. 

Orily the young man can do this. He has the adaptabillty and the 
years to sRend at tbe task. He expects to spend a long time preparing 
himself. Germans in the foreign trade are trained from-well, I often 
wonder· how many years a German will spend just to saturate himself 
with a knowledge of the country where he is to be his firm's business 
getter. A German does not leave his country for a business tour to 
drum up business. He comes to live in the South American country, 
and when yon find him finally established he has become about the 
nearest facsimile of a South American incidentally engaged in repre­
senting a German house that you can imagine. And this is why the 
Germans are getting the general trade of these countries. 

I remember one day when as I sat in the office of the consulate at 
Montevideo, a type of the oider, seasoned American salesman entc1·ed. 

. He practically admitted to me later that the only reason be had come 
to the consulate at all was that some one had told him that it was the 
right way to begin, and that the only thing be bad in mind to ask me 
for was a list of customers, with their ratings, so that he could get 
out that afternoon and hustle for business. He had one,of the best 
lines of hardware, he told me, ever sold out of Chicago. For 10 yeru·s 
he bad represented his company in various places tbrou~ the North-

:'ue~i· a~~c~issht~te~~eti! ~mcfu~~~s ~fc~sanfir:h~~~ide~ f~·dbrr:t~~~ 
out into foreign lands they had chosen him as the logical man to get 
the business. 

He knew his line. It I had just then been in the market :tor an 
automobile I believe he could have convinced me that it was one of 
his magnetic tack hammers I really wanted. I asked him if be was 
as steady on his feet with Spanish as he was with English. He said 
he had been at it for six months before he left "the States," and that, 
although he did not profess to be able to colloqniallze in the lingo, 
he guessed he could brush along in It well enough to sell his . goods. 
I fired a fair amount of Spanish vocabulary at him. It snbmet·ged 
llim completely. I suggested that perhaps he would find it dlflicult 
to sell his goods to merchants who would counter to bls arguments 
with an even more formidable shower of Spanish than that to which 
I had treated .him. For about 15 minutes we argued the point. I 
sug<,rested also that he familiarize himself with the way of doing busi­
ness in Montevideo, with the banking facilities. and with the Spanish 
idea of credit. Although I do not clearly remember all the details o:t 
our talk, 1 distinctly recollect his closing remark. 

" Well," he said, squaring himself, " I sold this line in Kalamazoo; 
I ~ruess I can sell it in Montevideo." 

Having written that line out, it appears to me almost too absurd · 
a speech for a man of his experience to have made, yet I have beard 
others express about the same idea. To do this particular salesman 
justi~. be proved a sticker. He gave up in the long run, but ho 
clung to his forlorn task longer than I had ever supposed he would. 
I accompanied him on his first :few tours. It was pitiable to see blm 
grope for the few familiar words in the · sonorous Spanish of the mer­
chants and to try to catch just enough to get the sense of their con· 
versntion. Even more lamentable were his vain efl'orts to phrase some 
incontrovertible argument about the value of llis wru·es in his one­
syllable Spanish. As ..much as I could I acted as translator for him. 
A Spanish merchant would raise a question. The drummer would in­
stantly take from his resourceful mind some smashing arrument which 
be had used a thousand i:imes at home--prepared to ob~iterate every 
objection of the doubting don-and then be would wind up witb a 
two-line statement that was lame, halt, and blind, and that must have 
sounded to the don like an extract from a primer. When he was asked 
to give six months' or more credit he seemed to think that I bad pur­
posely guided him to every dead beat in Montevideo. 

One of the first anestions he put to me was, " How could he start 
an advertising campaign? " I suggested a couple of the best week­
lies-a curious combination they are of our own Saturday Evening 
Post Life, and Police Gazette. No. What he wanted to do was to 
cirdlarize his trade lndivldually. That practice was then new in 
Montevideo. I ·happened to remember a printer who, on opening hls 
establishment, had sent out a circular to his friends, so I secured a 
copy of the circular to show the American salesman how circularizing . 
was done In Montevideo. For be bad, even ln that short time, come 
to see that he would have to follow custom to get business. 

After laboriously reading the circular be remarked to me that be 
could not tell from it whether the printer had invited his prospective 
customer to visit him for a month or was proposing for his daughter's 
band Well, that is the way they do such things ln Montevideo. One 
sendS out a business circular. In itself that is an innovation, but 
Heaven forbid tbat one shouid rudmy quote prices in that circular. 
One simply calls to the attention of the highly esteemed Senor Gomez 
the exquisite pleasure which it would afl'ord the 12roprletor of the 
printing establishment if he, the highly esteemed seuor, would, when 
having under consideration such work of that character as his great 
and wonderful business must constantly demand, only bear in mind 
the fact that there was in Montevideo such a printing establishment, 
whlchh although it was not quite good enough to do such work as was 
due t e illustrious senor, had nevertheless a proprietor who would 
consider it the highest honor of his life to be given the slightest inti­
mation that he was worthy to be tbougbt of in connection with the 
esteemed Senor Gomez's orders. . . 

The Yankee salesman declared that 1f be bad to begin with that 
soft pedal and work his way up with a series of circulars until he had 
gotten sufficiently into the merchant's graces to be granted the privl- 1 
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lege of putting a business proposition before him, he guessed the busi­
ness wasn't worth the Ume of any man over 18 years of age. 

After this salesman had returned to the United States, his firm, 
probably at his advice, sent to Montevideo a bright young man who 
had had about two years of sales experience, but who had, on the 
other hand, a very sound, if somewhat stilted, command of Spanish to 
back him and who was willing to bide his time, as, indeed, at his age 
he could airord to do. When I left Montevideo this young man hlid 
worked up at least enough business to justify his existence, lUld had 
acquired a circle of friends and a familiarity with the ways of the 
people which I knew would in the long run bring him business beyond his 
dreams. Perhaps you ~ll think this is an exaggerated ease, but it is not. 

THE NEED FOR BETTBR NEWS SERVICE. 
Another of the greatest handicaps against the American in South 

• America is, I think, the lack of good news service between the two 
continents and of sound knowledge of South American history and 
economic conditions. A great quantity of distorted and injurious 
"news" is circulated about us in South America, and, as .a consequence 
a prejudice against us is created which is perhaps our greatest handi­
cap in making friends. I read some time ago that Secretary Knoxi 
in a speech quoted an article from some South American journa 
printed as a dispatch from Washington. stating that the American 
Government was this year showing a de.ficit in governmental expendi­
tures for the first time since the Civil War, and that as a measure of 
economy it was intended to abolish the office of Vice President and to 
reform our national lottery. I have frequently read statements in 
South American papers that described our international policy in 
language even more absurd than this. 

This need of bette:::- knowledge, of correct daily news, ts as great 
with us as with South America. By reading any one o1 our metro­
politan dailies we can follow the course of the home rule bill through 
the British Parliament. Yet what have our papers said of the sweep­
ina electoral reforms which the Argentine Government has recently 
adopted? Perhaps it is fortunate that we have bad so little to read, 
for what I have seen printed in American papers is mostly untrue, 
and so, when the exchange of news is bettered, we shall not have so 
much that is wrong to unlearn. And how many Americans speak 
Portuguese? How many know that as much Portuguese as Spanish 
is spoken in South America? How many know that the label on the 
can of tooth powder shipped to Pernambuco must be printed in Portu­
gue e and on that shipped to Bocas del Toro or Bahia Blanca must be 
!n Spanish? No ; we are still asking the man from Buenos Aires if he 
has any hotels in his city. We wish to know if the Argentine has any 
roads that an automobile can run over, though I had an office in the 
same building in Buenos Aires with an Italian automobile salesman 
who sold two or three $5,000 motor cars every month. 

Our schools should pay more attention to this need, and, above all, 
our colleges and universities should not merely lay much more 
emphasis on teaching Spanish and Portuguese, but should insist that 
instruction be given in at least the rudiments of South American 
history and economic condition. For a Nation of 94,000,000 people 
we are absurdly inadequate in our training of young men for as useful 
and old a profession as exists-international trade. Our whole sys­
tem of modern-language instruction needs revision, with teachets who 
can teach the Spanish of Madrid rather than the Spanish of East Boston. 
How many institutions are there such as the Boston High School of 
Commerce and the Philadelphia Commercial Museum? At how many 
colleges can one learn a word of Portuguese? We have more than 
$150,000,000 worth of trade with Portuguese-speaking countries.. Do 
you think that one high-school boy in a thousand can tell you that 
Buenos Aires is larger than Philadelphia or that the highest railroad 
in the world is in Peru? 

There Is nothing more humiliating for an American than to visit 
one of the lar~;e South American universities and find the eager young 
men there studying Kent and Story in law, James in philosophy, 
Trent in American literature ; or to hear the correct answers given to 
such questions as : " How long was the term of the President of the 
Confederacy?" or "Who was Edward Everett?" an{} to imagine the 
answers the students in our universities might give to similar ques­
tions about Rivadavia or UnAnue or Garcia Moreno. 

When the ships of the Atlantic and Paemc brim Culebra Cut there 
will set in a tide such as once flowed in our own country from east to 
west that will call out from our universities, from offices, and from 
shops the youth that has most ambition most darlng, most resource­
fulness, and most adaptability. Col. Goethals tells us that he is going 
to put the first ships through the canal next August; so it does not 
seem too soon to get ready for the change to-day. Certainly, none of 
the great exporting nations of Europe are letting the grass grow under 
their feet, and we can not afford to let this South American business 
escape for lack of preparation of our young men. 

SOUTH AMERICA'S NEED OF IMMIDRATION. 

The Panama Canal is viewed by Americans almost wholly as a 
channel of commerce for wares. But ves.sels carry more than wares. 
In their steerage are future nations. The Panama Canal is certain to 
prove one of the greatest channels of immigration in the world. It 
is just here that so many people make a mistake in prognosticating 
the influences of this canal. They eompare it at once with the Suez 
Canal; they modify the effect of that waterway to suit. the commet'cial 
conditions prevailing in North and South America and present to you 
a <:omplete table of alterations in the world's trade which the canal is 
to bring us. But any comparison between the Suez and the Panama 
Canals is impossible~,. because the Suez Canal connected 4001000,000 
East Indians with ~00~000,000 Europeans. At one stroke the two 
most populous continents of the earth were given the cheapest and­
quickest transportation route. 

Now, South America is still a country for settlement as well as for 
development. Only after a person has roamed over that vast terri­
tory from Panama to southern Argentina does he realize the sparce­
ness of its settlement and the immense possibilities of its future. 
Even by touching at its ports he gets a false impression of the conti­
nent's population. He sees Buenos Ai1·es with its skycrapers, its 
big hotels, and its busy thoroughfares, and he can scarcely realize 
that it is at the threshold of ll still unsettled country, a country of 
immense cattle ranches like those in our own West 20 or 30 years ago. 
In Uruguay one-seventh of the people live in Montevideo. The land 
is held in enormous tracts by wealthy "estancieros" (ranehmen) and 
the Government is just now trying1 by adopting the European scheme 
of furnishing money at cheap rates to small farmers, to build up 
a substantial agricultural cl.ass. If we touch at the coast cities ol 
BTazil, or even traverse the southe1·n provinces, we get no . idea of 
the astonishingly vast unsettled regions in the basin of the Amazon 
or in the table-lands of the interior. 

Therefore, the greatest' effect of the canal is to be in the l)eople it 
will bring. They will compromise with the present inhabitants of 
the country to build a greatly altered, perhaps a new, south America, 
industdally and politically. This change has begun in one country 
already. Argentina has become a melting pot, and her institutions 
have felt the change, her commerce has grown beneath its influence, 
until to-da.y that country has the second largest foreign trade in the 
Western Hemisphere. Argentina has received most of the immigra­
tion because of the steamship Unes from hE!r ports to Europe. The 
remainder of tt bas gone only to Brazil and Cbile. Now the Panama: 
Canal will br~ the steamship lines to the west coast. 

Let us consider what this immigration will mean to the west coast 
of South America. (Peru holds the oldest Caucasian civilization ot 
the western world.- I studied there in the oldest seat of learning in 
the Western Hemisphere, an institution many years older than my 
own Harvard.) The Spaniards enslaved the natives but, in time, as 
so often happens, the conquered in arms became almost dominant in · 
blood. Since that first settlement Peru has received little new immi­
gration. The benefit ot. the Spanish influx is dying out. This is true 
as well of the other {!ountries 9f northern South America-of Ecuador, 
of Colombia, and of Venezuela. Bolivia is still almost an Indian 
country. The lmmigration which the canal will bring ia certain to 
revolutionize these countries industrially and probably politically. 

The new immigration will give to Peru, for example, new laboring 
classes. In time it will fill the great void felt to-day-the utter lack 
of a solid middle class. It will give hands with which to cultivat~ ' 
the soil and energetic merch1lllts to sell the soil's products. One of 
the most commercial activities of South America is fruit growing. 
Let us apply the benefits of immigration to the fruit industry of Peru. 
Wine of very ~ood quality is produced in the lea Valley. The industry 
has been earned on for three centuries, since it was first introduced 
by the Spanish, but, as no people followed them, for lack of labor 
1t has never received any real development. Give this valley new 
immigration from Spain, Italy, and the islands of the Mediterranean, 
and you have at once the possibility of a thriving industry. 

The banana industry exists to-day successfully in northern Peru, 
Ecuador, and Colombia, although it is very little developed. The 
truth is that there is no market for the product at present, except in 
Chile. The canal will give 1:£> these countries a market for their 
bananas, and new immigration wm develop the industry. 

I have bought pineapples at two for a cent in Lambayeque, Peru. 
That town is now being connected by railroad with the seacoast. 
The canal will give the pineapple growers a market in the United 
States for their fruit, but Peru will need new blood and virile wage 
earners if she is to develop these resources. On the west coast of 
Colombia they are now building a road from Buenaventura to Call 
which will place within three or four days of the Isthmus one of the 
greatest tropical fruit-growing districts in the world. It may not be 
many years before the Peruvian " palta. ., will be on sale in the fruit 
stores of New York City. 

There are also opportunities for the development of new i.ndustrles. 
Peruvian -coffee-and I have never tasted better coffee than is grown 
on the plantations of northern Peru-is produced now only as a garden 
product for the use of the owners of these plantations, who live in 
Lima. Italiau immigration g_ave the first impulse to the enormous 
development of the coffee inonstry in Brazil. Why shouldn't it do 
as much for Peru? 

Directly, then. immigration into South America will mean cheap, 
good labor, and, indirectly, it will mean a steadyinl?. influence politi­
cally upon the Governments and a quickening innuence upon the 
industrial life of the nations. The American investor, the American 
exporter, can both count these changes to their benefit. All these 
changes have been seen in the Argentine Republic. Half of the people 
of that country either came there since 1857 or are descended from 
people who arrived there since that year. Therefore, Argentina is 
no longer strictly Latin-American in the sense that the northwestet·n 
trountries are. It is cosmopolitan. The peoples of both southern and 
northern Europe have placed an indelible stamp upon the nation's 
instituti0Il8. Therefore, the country's commerce has grown, and the 
investment of foreign capital iD the Argentine Republic has increased. 
It ls no longer a country of polities but a country of industry. 

[House of RepresentatiT"es, Rept. No. 3054, 54th Cong., 2d sess.] 
Mr. Rnosius, from the Committee on Banking and Currency, submit­

ted the following report : 
The Committee on Banking and Clll'rency; to whom was referred the 

blll (H. R. 875) to provide for the incorporation of :m international 
American bank. respe.ctfnlly report the same with the recommendation 
that it do pass with certain amendments, indicated _in the bill hereto 
attached. 

The purpose of this bill is to carry into effect the recommendations 
of the Intru:national American Conference of 1889 by the incorporation 
of an international American bank. That body of eminent statesmen 
from nll the American Republics, after an exhaustive discussion, 
embodied their recommendations iD the following resolution: 

11 Resolved, That the conference recommends to the Governments here 
represented the granting of liberal concessions to ·facilitate inter­
American banking, and especially such as may be necessary for the 
establishment of an international American bank, with branches or 
agencies In the several countries represented in this conference." 

The bill has been drawn with great care, and it vests no powers in 
the proposed bank not necessary to enable it to execute its purpose 
effectively. The exercise of its powers is amply safeguarded, with a. 
view to the protection of its shareholders, depositors1 and those doing 
business with it. Complete visitori.al power and control are vested in 
the Comptroller of the Currency. The Government is in no sense a 
party to the corporation. assumes no liabillty on its account, and is in 
no event responsible for its engagements. The only purpose in charter­
ing the bank by act of Congress is to have an institution with a corpo­
rate franchise conf~rred by the Federal Government to inspire public 
confidence and secure safety through Government supervision and con­
trol. Foreign countries, taking note that the bank was projected by act 
o! the Federal Government, a source of authority they are accustomed 
to recognize, would at once see the propriety of granting such conces­
sions to their own people as would be necessary for the establishment 
of the branches contemplated by the bill. 

The most effective provisions of the national banking act relating 
to periodical reports to the Treasury Department of the state of the 
bank's business and general publicity of its affairs, through newspaper 
publication with full power vested in the Comptroller at all times to 
examine into its management and compel any impairment of its capital 
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stock to be made good, have been incorporated. The bill, _ in short, is 
thoroughly guarded and wisely adapted to the purpose intended. 

The people of the United States, in common with those of the Central 
and South American Republics. feel the importance of increasing com­
mercial intercourse between the different portions of the American 
Continent, and they believe that the development of such intercourse 
has been retarded by the lack of. adequate facilities for exchange 
between the several countries, and their hope for a revival in trade is 
based upon the establishment of improved banking facilities which will 
emancipate these growing countries from their age-long servitude to the 
bankers of London and the Continent of Europe. 

No one has expressed the situation more tersely or more forcibly than 
Mr. Theodore C. Search, president of the National Association of Man­
ufacturers, after a tour of observation through South America. He 

sa:y,~~ in our ocean commerce, so also in our financial relations with 
other countries, we are dependent largely upon the services rendered by 
foreign interests. · Particularly in our dealings with the nations to the 
south of us, we are in urgent need of direct international banking facili­
ties. We do $150,000,000 worth of business with South America in a 
year, and yet all oru· balances have to be settled through English or 
European banking houses. In the great trade centers of South America 
the English, the German, the French, and the Italian have their banks, 
but I think that I am right in saying that there is not an American 
bank in all South America. Manifestly this is a serious hindrance to 
our trade." 

The conditions of international trade which have given European 
countries1 notably Great Britain, the lion's share of commercial inter­
con.rse with South America are brought into distinct view by the report 
of Gen. I. W. Avery, the commissioner to South America from the Cot­
ton States and International Exposition, who visited that continent in 
the interest of the exposition. He informs us that of the $911,000,000 
foreign trade that South America does each year only $130,000,000, or 
one-seventh, is done with the United States. Of the latter sum our 
country sells South America but $32,000,000, or one-fourth, and buys 
$91,000,000, leaving a balance of $59,000,000 against us. 

Embracing In our view all the Republics south of us, the figures are 
still more significant. The total foreign commerce of Mexico, Central 
and South America is about as follows: 
Imports----------------------------~------------- $557,504,462 
Exports------------------------------------------ 722,364,251 

Total-------------------------------------- 1,279,868,713 
Of the total Imports the United States supplies $99,814 538 or a 

little over one-fifth, while of the total exports they receive $207A3S4-'623, 
or nearly one-third, leaving a balance against them of $10'7,57u,06o. 

The financial part of all this business, he informs us, is carried OJ;l 
through Europe. European vessels carry the goods, Europe receives 
the commissions and freights and sells most of the goods consumed in 
South America, while the United States is the largest purchaser. This 
condition of the trade, he says, is due to five facts, namely : 

First. We have no banks in South America; Europe has them 
everywhere. 

Second. We run few steamships to South America ;•Europe runs them 
to all her ports. 

Third. We have no United States stores in South America; Europe 
has her stores in all parts of that continent. 

Fourth. We sell for cash· Europe gives credit. 
Fifth. Europe makes goods and packs them to suit the South Amer­

ican trade ; we do not. 
Without underestimating the importance of the other facts named, it 

Is quite obvious that the first one is at this Ume pressing with great 
urgency upon the attention of the Amerlca.n people in connection with 
the universal desire to increase our commerce with our southern 
neighbors. 

A comparison of our lack with the great abundance of facilities 
enjoyed by European countries for the South American trade brings 
into view as a conspicuous agency in European commerce suitable and 
convenient means of exchange. Every leading European nation has 
established banks in the South American countries to facilitate ex­
changes. It was stated recently that France Is about establishing a 
bank in Brazil with a callital of $2,000,000 for the purpose of opening 
more direct financial relations with that country. French traders are 
not satisfied with existing facilities, which compel them to operate 
through English banks. 

United States Consul Johnstone, at Pernambuco, Brazil, said recently 
that English and German banking houses were scattered throughout the 
entire eastern and western. coasts of South America. These banks, 
while doing a general exchange business, are established especially for 
the benefit of the trade of their own countries. It Is said that there 
are 60 incorporated banks in London with a capital of $294,000,000 
exclusively devoted to international banking. 

In the report of the commission referred to, it is said, speaking of 

Ar!fC:~~~:fths of the present banks of Argentina are branches of for­
eign banking houses, all of which are European. The United States 
is the only country attempting to do business without a banking reJ?re­
sentative, and it is the opinion of those well informed on the subject 
that any large increase in our business with Argentina wlll necessitate 
the establishment of direct banking connections. Minister Buchanan, 
after a careful investigation of the conditions, says : 'This city (Buenos 
Aires) offers a splendid field for American banking capital, and I am 
satisfied that an American bank, conducted as our banks are, would 
command great favor here and find many advantages and facilities 
extended to it. I am equally certain that it would be the means of 
extending and enlarging our commerce with this country.'" 

It can not be doubted that trade might be increased between our 
own and the countries south of us by improved facilities for transporta­
tion and by catering to the tastes of the people and adapting our goods 
to their markets, but over and above all possible gain from these 
sources there is a large benefit to be derived from a coincident extension 
of the means of exchange. The mechanism of exchange is only second 
in importance to that of transportation. Improvements on both lines 
might wei! progress concurrently. 

It is not easy to see how the currents of trade that have been flowing 
so long across the Atlantic from Central and South America can be 
changed and rrnde to flow north and south without the aid of an inter­
national mectanism of exchange which will afford facUlties at least 
equal to those existing between this continent and Europe. 

The indil'ect ex<;h:mge, which has been our chief recourse in the past, 
entails great loss upon the United States and affords ample gains to 
European bankers, which American bankers ought to enjoy. This is 
obvious enough to all who understand the course of our foreign trade. 
Our imports from the south of us greatly exceed ·our exports, creating 

a balance against us on our trade ledger, while Grent Britain exports 
to those countries largely in excess of her imports from them, leaving 
n balance against the latter countries. We pay our balance to Soutb. 
America Indirectly with the British goods shipped to her in excess o! 
what Great Britain imports from her. In other words, there is a tri­
angular trade between the United States, Great Britain, and South 
America. British ships sail with goods from British ports to South 
America, thence to the United States with sugar, coffee, teas, and 
spices, and finally return to Great Britain with American cotton and 
food products. Not only do British interests enjoy the benents of this 
trade, but British ships pocket the freights and British banks the com­
missions on the exchange required in the financial settlements. 

To see how British banks secure these advantages we have only to 
look into the mode of conducting our commercial intercourse with out 
southern neighbors. 

Take, for instance, a purchase of wool, which we wlll say costs In • 
Argentina £1,000 or about $5,000. An importer here w.hen he orders 
the wool from a merchant there (Argentina) furnishes a letter of credit 
of a London banker, which is taken out for his account In favor of the 
shipper. The shipper draws under this letter of credit at whatever 
usance is named1 usually in South America at 90 days' sight, accom­
panying his draf~ with shipping documents, which are to be given up to 
the drawee in London on his acceptance. Dupllcate documents are 
forwarded to the correspondent of the London banker in New York, so 
that the goods may be taken charge of on arrival of the ship here. The 
drafts on London are accepted at, say, 90 days' sight and charged to 
the American importer in that way. Upon arrival of the goods here 
tho Importer applies to the banker's agent or representative, and if the 
Importer Is of good standing he usually receives the documents in 
exchange for an engagement to bold the ~oods (with liberty to selJ) or 
the proceeds in trust for the bankers until the acceptance in London is 
covered. 

In this way an importer from South America wouid receive his goods 
about the time the shipper's drafts would reach London, and he would 
thus have about 90 days' credit, say sufficient time to sell the goods, 
and out of the proceeds to protect the drafts drawn. To cover the 
London banker he wouldt of course, buy a draft on London at whatever 
the rate on London wowd happen to be. 

A settlement in a case like the foregoing could not be effected ad­
vantageously by direct exchange with Argentina under existing condi­
tions, and such exchange with any South American country is scnrcely 
known. A New York house, which has been doing business with South 
America for 27 years, states that nearly all their transactions were 
carried on through credits on London. The reason is obvious. No 
matter how good the customer is in South America, it is not possible to 
negotiate a draft on him at any reasonable rate of exchange, as there is 
no means ot ascertaining his standing and credit, and hence a di'aft on 
him must go a begging in the United States. 

It Is easily seen · that American bankers, excepting the few houses 
doing an exchange business, have no agency to sp.eak of in these trans­
actions and enjoy none of the benefits of them excepting so far as they 
.may be the agents of British bankers and operating in their interests. 

Can we conceive of a situation more humiliating than this to a patri­
otic American? Seventy mlllions of the most enterprising people on 
earth, the greatest Republic on which the sun shines, the richest nation 
in material resources and productive capacity obliged to obtain a letter 
of credit from a European bank before it can buy a b\ll of goods Ct·om 
a neighboring country on our own continent; compelled to conduct a 
rivalry in international commerce with European nations for South 
American trade with the fiscal agencies employed In effecting exchange 
practically in the hands of our most formidable competitor. 

Not Qnly that, but for the carriage of our goods, our mails. nn<l our­
selves to South America we are dependent upon steamers built nnd 
owned In England and operated under British management. E,·ery 
.American cheek should tingle with shame at the thought of the recourse 
to which a commission of manufacturers from the United States was 
subjected this year. C. D. Mitchell of Chattanooga, Tenn., one of the 
vice presidents at large of the National Association of Manufacturers, 
expressed the situation in this indignant phrase. He said : 

"It was a national disgrace when sending a business commission to 
Argentina and Brazil this year to acquaint us ~ith trade prospects ~hat 
they were compelled to cross the Atlantic twiCe each way in foretgn­
owned and foreign-made steamers. In a 3 months' absence they 
bad only 25 days to "spy out the land," whereas could they have gone 
direct they would have had 60 days in which to do their allotted work. 
'rhus the disgrace is overshadowed by the injury and loss." 

Direct exchange between the countries concerned was the consum­
mation which the delegates from all the countries represented in the 
International American Conference hoped to achieve. A discussion of 
which precede's the other In the order of development, commerce, or 
banking is of too academic a character to be useful. It is entirely 
obvious that where commerce between two or more countries has 
arrived at a given state of development under inferior faciUtie's ~or 
exchange an additional impetus to trade wlll come from an extensiOn 
of the means of settling accounts. This is attested by all observation 
and experience. The greater the facilities for direct clearance on 
account of goods exported against goods imported the greateT will be 
the volume of commodities exchanged. 

When we consider that the countt'ies south of us are not manufac­
turing countries, but produce largely raw material which it would be 
materially advantageous to exchange for our manufactured goods, the 
desirability of the object had in view is distinctly emphasized. The 
dele~ate-s from the South American Republics pointed out this consid­
eration in their arguments 1n support of the resolution quoted. They 
looked north and saw a great manufacturing nation in need of raw 
material and they fully realized that their people needed the manu­
factured' goods we produce, and which - are now supplied by England 
and other nations. 

This condition of commerce Is injurious bOth to the United States 
and the southern Republics. Over and above the lo s of the reclpmcal 
advantages which trade affords, we are paying a large bounty to Euro­
pean bankers for effecting our exchanges for us, because we have not 
the mea.ns of making them ourselves. With suitable machinery for 
exchange established between the countries of · tbe American Continent 
we would save a large amount of commissions paid to English and con­
tinental bankers and direct large streams of profit to American ~na.n­
cial centers which now flow to European markets. Under existing 
conditions we are compelled to suffer this loss in addition to the. indi­
re-ct injury we sustain, for the president of the National AssociatJon of 
Manufacturers in his recent report well says : 

" There are abundant reasons for the belief that the commercial inter­
ests of the · United States in South America would be greatly benefited 
if they were independent of England in their financial tt·ansactlons." 
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In the report o! the committee appointed by the International Amert-

1can Conference to consider and report upon this question, it was. de· 
clared that there' was not in the count:ties- repre-sented in the conference 
a:ny organized: system of bankers• exchanges. or credits.; for instance,. 
they said. dra:!ts upon the: United Strte.s were not obtainable at all in 
many of the markets ot South. Amer1~ and in. most or them are only 
salable at a discount below the sterting equivalent.- In like manner, 
drafts upon South and Central Amertea ·are practically tmknown in the 
money markets of New York, Pll.lliidelphia, Baltimore, New Orleans, 
Cpicago,. :md Boston. Necessarily, therefore., the merchants who import 
goods from these soutllern countries: make their exchanges through 
E,nglish banlrelr&' credits. We pay for the goods we buy by n!IDittances 
to London or the Continent to cover drafts: drawn in the e:s:po:rting 
markets against European letters of credit, and we pa-y l per cent for 
the privilege ot dolDg so, wbich might be sav:ed,_ as well as .interest and 
commissions. if we had an international b1mking system so- developed 
as to afford a market for drafts drawn against lettem ot credit issued 
in Ame'rica, uch as uow exists for drafts drawn against European 
letters o:t credit. 

One ot the delegates ftom. South America said. if a merchant from 
Argentina wished to send goods to the United States he must ask tlle 
one to whom he sends the goods ~consignee) to authorize hlm to draw 
upon some bank. The consignee has to send him a letter of eredit on 
London, because tllere 13 no bank fuere that can issue a drafti nor 
would tlle mel"chant know what to do with a draft it he re~eived t, aSJ 
the1·e are no banking institutions to which he could sell such a bill of 
exchange~ The consequence is that the banker in London must be paid 
a . commission of 1 peE cent upon the amount simply tor placing Ws 
n:u:ne upon the paper. 

. Another dclegate, observing the necessity for branches in the South 
American cmmtrie , argued very cogently that the banks- in those 
countries have no relations witll each other, nor have th~y any knowl­
edge o.f the operations of each other. There is, for instance, no way of 
knowing In ..A.l!gentina whether a draft drawn by the Bank. of Costa 
Rica is valid' ott not. Likewise a draft on tbe Ban~ of Mexico might 
ha vc some difficulty in being ac~pte.d in any of the South American 
Republics-, because its- solvency wonfd not be known in those conrrtrles. 
But with brnnches estab.llshed in every section the international 
American bank- could draw on its branches anywhere with perfect 
knowledge aad implicit confidence. The ob-vious result would be the 
dissemination of knowledge of the standing of merchants and business 
men in 1M commercial eenters of tb~ several countries and the pro­
JllOtion of that confidence indispensable t<>- that commercial association 
ahd intercou:rse which carries on its wings blessings to all concCJmed. 

: As money is tl'le great instrument of association among men. SUiteS', 
apd nations. so any extension of' the facilities for making m<mey avan­
able and supplying media of aehange. such as banking operations 
afford, always quickens the cn:rrents of tmde and stimulates lDter­
co.urse among merchants in the same and liltewise in dlJ'rerent StateS' 
and nations. Putting capital into banks, at. least to tlu:~ extent of meet­
ing all reasonable demands, has e>er been and always will be a 
distinct benetit to busine!!s_ 

'.fhe committee of the international conference referred to say in 
their report:-

"Your committee believe'S that the best means for facilitating the 
aevclopment ot banking bn iness, and generally of financial relations 
between the markets: of North, So~ and Central America, as well as 
fOlT improving the mechanism of exchange without calling on any 
Government whatever to exceed its functl.ons, would be the passage of 
a law by tlle United States incorporating an inte-rnational American 
bank, witll ample capit:lt, with the privilege on the part of the cltl· 
zen of the several countries in the conference to take shares in sucb 
bank pro rata to their foreign commerce; which bank should have no 
power to emit circulating- n'.>teS, but wlrlcll should have all other powers 
now enjoyed by- the national banks of the United Stutes as to deposits. 
and discount, as· weB as all such powers as are· now possess.ed by firms 
or private bankers in the matter Of issuing letters of credit and making 
loans upon all classes of commodity, buying a'nd selling bllis of. ex­
change, coin bnWon ; ~d with power to indorse or guarantee against 
proper securitY, and generally to do whatever can be done by the great 
banking firms who are carrying on their business without the aid: of 
c.Orporate cfuu'ters nnder the laws of a general partnership.'' 

With such a.n international bank established, with branehCS' in aU 
the Republics on the continent, there would be a stimulation of inter­
cour e, commercial and fin:mclal, such as wonld surprise those wllo are 
content to tr::rnsaet American cosiness through: European banker and 
arc satisfied that Emope should boy trom us and reship the same 
goods to South America at a prot!.t wlrich we are too slow or stupid 
to secure f.or OllEselvesr 

THE CO~STITUTlONAL OB.TEC'l'ION. 

The objection made by some to this measure base-d upon a supposed 
constitutional limitation of the power of Congress in the p.remises is 
not, in our opinion, at an tenable. It is p-rovided inter alia in article. 1, 
section 8, paragraph 8, of tne Constitution, as follows: 

" The Congress shall have power • • * to regulate commerce 
with foreign nations." 

The constitutional meaning ot the wards "to regulate commerce" 
has: been so frequently- and so fully eonsid'erecJ by the cou:rts with such. 
force ot reason and amplitude of. learning that it is unnecessary to 
enlarge upon the subject in thls connection. Remembering fuat the 
Constitution is an instrument of enumeratlon rather than of de:finition, 
it is obvious enough that the extent of. the power is . limil:ed by the 
meaning of the words in which it is granted. Story, fn his Commen~ 
tartes, says : . . 

" 'rhe subject to be regulated is commerce. Commerc-e is something 
more than traffic ; it is intercourse. It describes commerciaL intercourse 
between nations in all its branc.hes and is regulated by prescribing 
rules for carrying on that intercourse~ To constl·ue the power- so as: 
to impair its efficacy wonld dcleat the. vecy object :t:or which it was 
introdn~d into the Constitu.tlon." . 

The late .Justice Miller, in his work on. the Constitution, says : 
"Traffic and trade are comprised of a great JQany elements, so far 

as the means arc concerned by whlch and the persons by and between 
whom they are carried on:• 
. Still more- explicit is the language of the Supreme Court in McCall 11. 

california (136 U. S., 104) : . .. . 
" Commerce includes the fact. at intercourse and of tra11ic and the 

subject matter of intercourse and traffic. The fact o-t intercourse and 
ttaffic. again embraces all the means, instruments, and places by and' 
in whlch intercourse and traffic. are caxtied on. at those places. and• by 
and with ~se means." 

To e:s:clnde from the power the regulation of the means o~ exchange 
and the use of credit in carrying. Oil!. foreign commerce would im-ply that 

foreign commerce in the c:onstltntfjn.af sense is Hmited to barter or 
exchanp-e without the ll8e of. the great modern agency of cl'"edit. The 
admissiOn that a suitable mechan.ism of exchange between countries 
facilitates foreign commerce, and no one denies that,. is a co:ncession of 
the entire ground of contention, i'ol" the purpose· of the power t~J regu­
late is- to facilitate-, and any means that facilitates must therefore be 
included in the power to re..,.ula.te. 

Whether an internatlonai bank is a suitable means of facilitating 
forcign commerce is not a judicial but a legislative question. The 
deei,sion o! Congress on that qrrestion can not be reviewed by the 
collrts. CongresS' may choose any means suitable to carry out a granted 
power. All means: appropriate and not prohibited, 11 tlle end be within 
the constitutional mandate, are constitutional. This principle is no~ 
where more elaborately considered than in McCnlloeh v. Maryland. 
From that magazine- of judicial learutng we deduce some observatio-ns. 
which carry- the substance tt not fue words of that justly celebrated 
decision, and which. apf}ly u.s well to an. international as to a national 
bank~ 

I! any one pruposttion could command the universal assent of man­
kind, we might expect it would be thi • that the Government of the 
Union. though limited in its powers, is supreme within. its sphere ot 
action. This would seem. to result necessarily from its nature. It is 
the Government of ali; rts powers arc delegated by all; it represents 
all and acts for all~ . · 

The natn.re of the Constitution requires that only its great outlines 
sflould be marked,. its important objects designated, and the minor 
ingredients which compose those objects be deduced from the nature 
ot the objectsr themselves.. 1 

Is it denied that Goyeriunent has its clloiee of means or that it may 
employ the most convenient means, if to employ them it be necessary to 
erect a corporation? The power to create a corpo-ration ap-pertains to 
sovereignty and is not expressly conferred on Cong1ress. The Govern­
ment catL not beo restrained from creating a corporation as a means fol" 
performing its functions, for the reason that such an act is an exercise 
of sovereignty. 

The power of creating a: corporation is not an end for whlch other 
powers: are exercised, but a means by which otber objects are accom~ 
plished. In California v. Pacific Railroad Co. (127 U. S., 1) it was 
declared that Congress has the power to construct, or to authorize indi­
viduals m.• corporations to construct, railroads or national highways 
fll'om State to State, and that that au.tbority is essential to tlie eompletc 
control and regnlation of. interstate commei'ce. 

Congress fs empowered to make such laws as may be necessary and 
proper for carrying into effect the powers conferred on the Go-veTillllent. 
The word " necessary ''" does not ~xclude fue choice of means whicll are 
appropriate. Necessary m.eans arc any means reasonably calc:nlated to 
produee the end:. . 

The Consti.tution. does- not prescribe the means. by which Government 
shall execute its. powers. Future exigencies could not have been fore­
seen and must be provided for as they oecur. Tlle Con-stitution d'OeS: 
not restrain Cong:r~ss or impair it rlgllt to exercise its best judglllent 
in the selection of measures to carry into execution the constitutional 
powers of the Government. 

Let the end be legitimate, let it be within the scope of the Constltu'-' 
tlon, and all meanS' which. are appuopriate, which are plainly ada.pted to 
that end,. which are not prohibited, but consistent with the letter and 
SpiJlit of the Constitution,. are constitutional. (McCnllocli v. Maryland, 
4 Wheaton.) 

Keeping tnese principles in mind and remembering that t:lle interna~ 
tional bank authorized by this blll has no otller purpose than to faelli~ 
tate our foreign commerce by affording improved' means of exchange 
between our own and other countries, one can hardly fail to see that 
tlie. measure is entirely within the warrant of the Constitution. If, how~ 
ever, there still lingers in any mind a doubt of the soundness of tll~ 
views suggested, it will certainly be removed by an examination of a 
few of the leading cases in which the question has received judicial 
consideration, notably the cases of Gibbons v. Ogden (9 Wheat., 196), 
United States: v. HoUfday (3 Wall., 417), People v. Brooks · (4 Denio, 
469), Brown v. Maryland (12 Wheat., 445)~....-McCuJToch v. Maryland 
(4 Wheat., 316), Legal Tender Ca es (12 wall., 457), .Tui!Uard t.·. 
Greenm~~on (110 U. S., 421), Veazie Bank v. Fenno (8 Wall., 533), and 
National Ba.nk tr. United States (101 U. S., 1). 

Appended for information are the communications of President ffar­
rlson and Secretary BlalDe, the report of th~ committee on bankin~ of 
the International Ainerican conferen~, and a eopy ot the bill-: 
MESSAGE FROM. T.HE PtursiDENT OF THE' UNITED STATES' TRANS"?.HTTING A 

loETTEil FROM THE SECRETARY OF STATE RELA'l'lVE TO THE REPORT OF 
THE INTER.NATIONAL AMEIUC.AN CONFERDCE IS FAYOR OF A.,., LITER~ 

NATIONAL AMERICAN BANK. 

To' tlle Be11.1Ite and. Houttc ot Represell.tatives: 
I transmit herewith a lette-r from the Secrel!ary of State, inclosing 

a. report adopted J.Jy the International American Conference recently in. 
session at this Capital, recommending tlle establisllment of an interna­
tional American bank, witll its principal offices in the city of New York 
and branches lD the commercial centers of the several other American 
Republics. 

The advantages of such an instib;ttlon to the merchants· of the United 
States engaged in trade with Central and South America and the pur­
poses intended to be accomplished are fully set forth in the letter of the 
Settetary of. State and the accompanyin~ repert. It is not proposed to 
involve the United States in any financial responsibility, but onl'y to 
give to the proposed bank a corporate franchise and to· promote public 
confidence by requiring that tts condition and transactions shall be- sub. 
mitted to a scrutiny similar to that which is now exercised OVel' our 
domestic banking system. 

The subject is submitted for the consideration of Congress in the 
trelief' that it will be found possible to · promote the end desired by 
legislation so guarded as to avoid all just criticism~ . 

BEN.J. HARRISON. 
EXECUTITE lliNSlO)l', May t:'t, 1B!JO. 

. The PRESIDENT :: 

DEPART111E.."T Olll STATE, 
Was.liington, AffTV !"1, 1890 • 

I llave the honor to submit herewith fue report of" the committee ou 
banking. as unanimously . adopted by the International American Con~ 
fuence recently in session i:n this city~ It was the wish of. the con· 
ference that this proposition, of such g.reat interest to every Ameriea.n 
Republic. should, as prcrmptly· as possible, secure the earnest attention 
of the Congress of the United States. 

The foreign commerce. of the- nations south of the Gulf" ot Mexico 
al).d th-e Rio .G~de amoU:DtS annually tQ more: than $1,100,0QO,OOO • . ~t 
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present the people of the United States enjoy only a meager share of 
this market, but the action of the recent conference will result, I be­
lieve, in the removal of certain obstacles which now tend to obstruct 
the expansion of our trade. 

One of the most serious of these obstacles is the absence of a system 
of dit·ect exchanges and credits, by reason of which the exporting and 
importing merchants of the United States engaged in commerce with 
Central and South America have been compelled to pay the bankers 
of London a tax upon every transaction. Last year our commerce with 
the countries south of us amounted to $282,005,057, of which the im­
ports of merchandise were valued at $181,058,966, and the imports of 
specie and bullion were $21,236,791, while our exports consisted of 
merchandise valued at $71,938,181 and $8,668.1470 in specie and bullion. 
Of the merchandise imported into the Unitea States, the greater part 
was paid for by remittances to London and the cities of the Continent 
to cover drafts against European letters of credit. For use of these 
credits a commission of three-quarters of 1 per cent is customarily paid, 
so that the European banks enjoyed a large profit upon our business 
with a minimum of risk. This system steadily results in losses to our 
merchants in interest and differences in exchange as well as in commis­
sions. These losses would be largely reduced by the establishment of 
an international system of banking between the American Republics. 

The merchants of this country are as dependent upon the bankers of 
. Europe in their financial transactions with their American neighbors 
as they are upon the shipowners of Great Britain for transportation 
facilities, and will continue to labor under these embarrassments until 
direct banking systems are established. 

The report of the committee, hereto attached, presents a simple and 
easy method of relief, and the -enactment of the measure recommended 
will, in the judgment of the conference, result in the establishment of 
proper facilities for inter-American banking. 

Respectfully submitted. 
JAMES G. BLAINE. 

REPORT OF THE COMMITTEE 0~ BANKING. 

[As adopted by the International American Conference, April 14, 1890.] 
Pursuant to resolutions passed at the meeting of the conference on 

December 7, 1889, your committee was appointed to consider and re­
port upon the methods of improving and extending the banking and 
cr-edit systems between the several countries represented in this con­
ference, and now has the honor to submit, as the result of its delibera­
tions, the following report : 

Your committee believes that there is no field of inquiry falling within 
the province of this conference for the extension of the inter-American 
commerce more fundamentally important than that of international 
American banking, and that, in fact, the future of the commercial rela­
tions between North, South, and Central America will depend as largely 
upon the complete and prompt development of international banking 
facilities as upon any other single condition whatever. . 

In the opinion of your committee the question of the mechanism of 
exchange is secondary, i.f at all, only to the question of the mechanism 
of transportation. Even after better means of transportation than those 
which exist shall have been established, it will be impossible for the 
commerce between American nations to be greatly enlarged unless there 
be supplied to their merchants means for conducting the banking bust­
ness which shall in some measure liberate them from the practical 
monopoly of credit which is now held by the bankers of London and 
the European Conti.nent. · 

If there be an enlargement of the means of transportation, unac­
companied with an equal extension of financial facilities, only partial 
benefits will be derived from the former as compared with the benefits 
which might be derived were the two improvements to progress together. 

Your committee is of the opinion that the commerce between the 
American countries might be greatly extended if proper means could · 
be found for facilitating direct exchanges between the money markets 
of the several countries represented in this conference, even if there 
were no improvements in transportation. 

The first effect would be to afford a more direct " clearance in ac­
count" of goods exported against goods imported. 

The Ia1·ge amount of commissions now paid to the European bankers 
could not only be decreased, but such commissions would be paid to 
American bankers or merchants themselves and in this way a share of 
the profits which now go almost solidly to the European money markets 
could be kept in the financial centers of this continent. . 

There does not exist to-day among the countries represented in this 
conference any organized system of bankers' exchanges or credits. For 
instance, drafts upon the United States are not attainable at all in 
many of the markets of South America, and in most of them are only 
salable at a discount below the sterling equivalent. In like manner 
drafts upon South and Central America are practically unknown in the 
money mukets of New York. Philadelphia, Baltimore, New Orleans, 
Chicago, and Boston. ·-

The point bas been made that to extend business between our States 
long credits must be given. How is it possible for manufacturers and 
merchants at distant points to form relations of such a character as 
to justify the granting of long credits? At present such relations are 
chiefiy formed through the i.ntervention of European banks and bankers, 
which are not interested in the extension of trade between the dif­
ferent countries represented in this conference except in a seconClary 
and subordinate sense. The extension of trade between Europe :J.:}d 
the Americas, not between the Americas themselves, is their first care. 
By the establishment of a well-organized system of international Ameri­
can banking our merchants and manufacturers ·would be able to estab­
lish improved credit relations, and those administering the system in 
the several money markets of the Americas would immediately become 
interested in fostering such relations and facilitating such business to 
the utmost extent. 

The merchants of the United States now importing goods from the 
countries of South and Central America make such importations, as the 
investigations of · your committee show, almost without exception, 
through the use of English bankers' credits. 

The total foreign commerce of the West Indies, Mexico, and South 
and Central America amounted last year to about $1,200,000,000 United 
States gold. The committee have not been able to ascertain the amount 
o"f the commerce among the Latin-American States. The total exchange 
of commoditi.es between the Unite(} States and countries to the south 
during the year ending June 30, 1888, aggregated $282,902,408, of 
which the imports into the United States amounted to $181,058,966 of 
merchandise and $21,236,701 of specie and bullion, and exports from 
the United States to $71,038,181 of merchandise and $8,668,470 of · 
specie and bullion. Of the $181,000,000 of merchandise brought into 
the markets of the United States the greater part was paid for by re-

mittance to London or the Continent, to cover drafts drawn in the 
exporting markets against European letters of credit. . 

For the use c~ these credits on Europe a commission of three-quarters · 
of 1 per cent is customarily paid, and the foreign banks reap this great 
profit ·at a minimum risk, inasmuch a~ the drafts drawn against these · 
credits are secured not only by the goods. represented by the shipping • 
documents against which the bills of exchange are . drawn, but also by 
the responsibility of the party (generally the consignee) for whose 
account the letters of credit are lssuea, and without any outlay or 
cash, as the American merchant places the cash with the European • 
bankers to meet such drafts at or before maturity. 

This system results in the loss to America of interest and differences 
in exchang_e as well as of commissions, all of which _could be saved to · 
our countnes i.f international American banking were so developed and 
systematized as to afford a market for drafts drawn against letters 
of credit issued in America, such as now ex-ists for drafts drawn against 
European letters of credit. ' 

At present, therefore, the situation is such that the merchants of this 
continent are virtually dependent upon European bankers so far as 
financial exchanges are concerned, notwithstanding the fact that there 
are ample capital and responsibility in the countries here represented, 
and it is the opinion of competent persons that such capital would 
be ready to avail itself of the opportunity of transacting thi!l busl.ness . 
directly between the financial centers of our respective countries without 
the intervention of London if the laws were such as to permit the 
conduct of the tusiness of international banking under as favorable 
provisions as are now enjoyed by the European bankers. The prime 
difference would be that these transactions would be carried on by Amer- · 
lean instead of European capital and that the profit would remain here 
instead of going abroad. This, however, is impossible of realization at 
present, b view of the fact that the banking houses of the United States · 
doing foreign business are usually controlled by London principals and 
that it is impossible, without some change in the legislation of the · 
United States to secure a sufficient aggregation of capital in corporate 
form, and so free from the burdensome restraints and taxes now imposed 
upon moneyed corporations, as to permit competition on equal terms 
with the European bankers. 

Many. d~erent plans hav_e been discussed concerning the best means . 
of facihtatmg d.irect bankmg business between our countries. Your 
committee bas considered and dismissed a number of propositions relative 
to tb::J establishment of banks by means of which the national govern­
ments themselves should afford financial facilities for inter-American 
banking. Such action, in your committee's judgment, does not fall 
within the proper sphere of government. There is no reason, however, 
why the Governments represented in this conference should not severally 
charter banking corporations to carry on business of the class which 
is now g-enerally done by the great banking corporations of London ; that 
is, not in the issuing of circulating bank notes, but for the purchase 
and sale of bills of exchange, coin, bullion, advancing on commodities 
generally, and for the issuing of bankers' letters of credit to aid ·mer­
chants in the transaction of their business. 

In the United States, where capital exists in particularly large 
volume and would lend itself most readily to business of this class, and 
consequently to the facilitating of international commerce, the laws 
are not such as to encourage the aggregation of capital for such pur­
poses. So far as your committee bas been able to discover after careful 
investigation there is no general statute of the United States nor of 
any of the States of the United States under which a banking company 
can be organized with ample capital which would have the power of 
issuing such letters of credit and transacting such business as is done 
by the leading banking companies of London, which virtually occupy 
the field. In the United States it will be necessary, in order to secure 
the proper facilities and the proper corporate existence, that there should 
be legislation granting a charter, and in most of the States such legis· 
lation is exnressly prohibited by the terms of their constitution. Fur­
thermore, the laws of the several States are such as to impose the 
severest restrictions upon moneyed corporations and to subject them to 
taxation so heavy that it would render it impossible to carry on the 
business of international banking in successful competition with the 
English, French, and German bankers. ·· . . 

Your committee believes that the best means of facilitating the 
development of banking business, and generally of financial relations 
between the markets of North, South, and Central America, as well · as 
for improving the mechanism of exchange without calling on any Gov­
ernment whatever to exceed its proper functions, would be the passage · 
of a law by the United States incorporating an international American 
b.ank with ample cat>ital, with the privilege on the part of the citizens 
of the several countries in the conference · to take shares in such bank 
pro rata to their foreign commerce, which bank should have no power to 
emit circulating bank notes, but which should have all other powers 
.now enjoyed by the national banks of the United States as to deposit 
and discount, as well as all such powers as are now possessed by firms 
of private bankers in the matter of issuing letters of credit and mak.iog 
loans upon all classes of commodity, buying and selling bills of exchange, 
coin, bullion, and with power to indorse or guarantee against proper 
security, and generally to do whatever can be done by the great bank­
ing firms who are carrying on their business without the aid of cor­
porate charters under the laws of a general partnership. Your com­
mittee believes, upon well-founded information, that the capital to such 
a bank would be promptly subscribed. 

The United States Government might and should reserve the largest 
visitorial powers. The business of such bank should be conducted with 
perfect safety and with profit to its shareholders, and the greatest 
benefit to our infernational commerce. Branches or agencies of such 
a bank could be establlshed in all of the principal financial centers or 
America, with the formal recognition of the governments of the several 
States in which such agencies are established, or arrangements might 
be entered into with existing banking institutions of the other countries 
for transactin({ the business, thus at once affording markets throughout 
the two continents for the purchase and sale of bills of exchange, 
facilitating and improving credit conditions generally, . and at once 
affecting a complete mechanism of exchange such as already exists 
between our respective countries and the European money markets, 
but which bas as yet no existence between the money markets of North, 
South, and Central America for the reason already stated. 

One of the direct benefits to be derived by all of the Governments 
represented in the International Conference from the establishment of 
such a bank would be that the investors in the several countries in 
different classes of American securities would have better means than 
any which now exist for making such investments. For example. a 
South or Central American State about to float a foreign loan would 
feel itself less dependen_t upon a single combination or syndicate of 
European bankers than at present. There woUld be ope.n to such bor­
row.ing State two markets to which to apply for national loans as 

' 
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against a single market, to the mercy of which said borr.owing Gov­
ernment is now virtually exposed. The same holds good as to all classes 
of State and municipal securities whatever. Latin-American investors 

. would find means more readily at command for the investment in and 
investigation of all classes of North American securities, and the 
investors of the United States would also find means for the investiga­
tion of and in all classes of sernrities issued by the States, municipali-
ties, or corporati0ns of Latin America. . 

Your committee recognizes the fact that London bas for many years 
derived the largest possible benefits through its banking facilities with 
our several States in taking all classes of American loans, which have 
generally proved themselves to be of most stable and desirable character, 
but, nevertheless, upon terms which have yielded the London bankers 
abnormally large profits simply because the element of competition 
does not exist by reason of the absence of proper banking relations be­

. tween the several American countries. The institution of such a bank 
as pt·oposed would at once afford relief against this state of affairs, and 
would be of benefit not only to the merchants in the manner described, 
but to all classes of investors · generally and without distinction. 

In recommending the organization of an international American bank, 
the recommendation is based upon the present condition of trade . 
The establishment of better means of transportation and the promotion 
of trade in other ways will enlarge the demand for the class of facili­

.ties of a banking · character wblcb has already been referred to. The 
rapidly increasing wealth of North and South America also enhances 
the need for a ·complete system of inter-American exchange, and insures 
the subscriptions for an adequate capitalization to - an international 
·American bank to meet such needs. As an evidence of this increase 
the valuation of the property of the United States . in 1870 was 
estimated · at $30,000,000,,000; in 1880, at $43,600,000,000. being s!>m.e­
what Iarget• than the estimated value of the property of Great Bntam 
at that time. The capita.l and the business of the Americas is now 
much larger than when European facilities for banking between Europe 
and the Americas were established. 

Banks of the character described, having agencies in the financial 
centers of the countries here represented, would materially promote · the 
establishment and immediate use of a common standard for calculating 
values whenever such a standard shall be determined upon by the 
countries in interest. 

While the sentiments of the independent nations of tbls continent 
are favorable to the settlement of all disputes by arbitration as ex­
pressed by resolutions introduced in this conference, thus rendering 
war highly Improbable if not impossible among them, there exists no 
such guaranty that war may not take place in Europe. In such event, 
as long as we remain solely dependent for our financial facilities upon 
European money centers, a complete demoralization of our credit facili­
ties and our money markets would necessarily follow and cause financial 
disaster and distress, which would be considerably lessened, if not 
altogether avoided, were there a well-organized system of inter-American 
exchange. 
. It may be asked, Why can not the object sought for in this memorial 

be attained through the agency of a private bank? The answer is, 
that in the extension of inter-American trade it would be difficult, we 
might well say impossible, to impart either prestige or credit to a 
private bank. The establishment of an international bank by authority 
of Congress would promptly command from the other American Govern­
ments concurrent legislation which could provide the amplest and most 
trustworthy form of international cooperation. As neither the bank 
in the United States nor the branches that may be established else· 
where can have the p"ower to issue circulating notes, the most complete 
·evidence is afforded in that fact that the bank is to be devoted solely 
to the commercial interests of the two continents, and must rely for 
its profits upon the increase of the volume of business from which alone 
it can secure its profits. . . 

After careful consideration your committee advises the adoption of 
the following resolution : 
. u Resolved, That the conference recommends to the Governments here 
represented the granting of liberal concessions to facilitate inter­
American banking. and especially such as may be necessary for the 
establishment of an international American bank, with branches Ol' 
_agencies in the several countries represented in this conference." 

WASHINGTON, A.p1·il 1!,, 1890. 

J. M. HURTADO, Colombia. 
E. C. V ABAS, Chile. 
CHAS. R. FLINT, United States. 
SALVADOR DE l\.IENDONQA, Brazil. 
MANUEL ARAGON, Costa Rica. 

[From the Washington Post, Wednesday, February 3, 1915.] 
PAN AMERICANISM THE OBVIOUS OUTCOME OF THE WAR IN EUROPE. 

The war in Europe has drawn a sharpet· line between the Old and 
New Worlds than could have been drawn by any other human agency. 
The Republics of this hemisphere are seen to be in a common family, 
not merely by propinquity, but by ideals which separate them im­
measurably from Europe. 
· Democracy rules the New World, autocracy the Old. Peace and the 
prosperity of the common people are the New World's aims; selfish 
ascendancy by means of war is the Old World's aim. In the New 
World the worker has a chance. In the Old World he is food for 
powder. 

The United States, . towering above the other nations of this 
hemisphere, and sponsor for the democracy that stands like a stone 
wall between the individual and the despotism of government, has 
before it the duty of considering its relations with Europe and the 
Republics of the New World. Are these relations satisfactory? Are 
they on a basis that will endure? Are the best interests of democracy 
ser>ed by present ties? 
. The first fact that strikes the United States in considering its rela­
tions with Europe is that there is no sympathetic bond between them. 
Europe is coldly formal with this country when it is not openly hostile. 
American rights are respected when it is to Europe's interest to respect 
them, or when respect is exacted by financial, commercial, or physical 
force. Taking their cue from the throne itself, the political and social 
leaders of Europe look with secret antipathy upon America. They see 
in democracy the enemy of all they cherish-pride o'f place, unearned 
wealth, concentrated power, mastery of the masses. They would rejoice 
over the downfall of democracy in the New World. The establishment 
of kingdoms and empires in this hemisphere would not be delayed 
a moment 'if the spirit of Europe dared to make the venture. 
. On this side of .the ocean the United States sees sister Republics 
Jn varying degrees of advancement. Some are feeble, others are back-
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w.a~d, and a few: are stron~ and progressive. In all of them is the 
d1vme spark of hberty and mdependence. All are at heart determined 
to survive, and to emulate the United States in spreading education 
and building up a citizenship that will appreciate self-government and 
maintain it against any assault. 

The proper policy that should be pursued by the United States, In the 
light of the war in Europe, is very obvious. Already this Nation bas 
guaranteed perpetuity of republican institutions in this hemisphere. 
~ow, let it bring the Republics together in a common bond of defense, 
cooperation, and development. Let the Monroe doctrine become the 
doctrine of the Western Hemisphere, and not merely the fiat of the 
United States. 

While Europe welters i.n blood, staggering under the burden of au­
tocracies, aristocraci-:s, and favored classes, the New World can be 
working out a common destiny of fraternity, commerce, and prosperity. 
There are leaders of thou~ht in South America; there are strong, hon­
est men in Central Amertca ; even in Mexico there are pah·iotlc men 
who would lay down their lives for the sake of peace. · Why can .not 
they all meet in equality and friendship, charged by their respective 
peoples with the duty of evolving a Pan American policy-a policy that 
will serve as the charter of all future dealings between the democracy 
of the New World and the autocracy of the Old? 
. Under the congenial influence of a common bond of democracy, hav­
mg liberty and independence for its object, the nations of the New 
World would soon turn a helping hand to one another. Commerce 
would flow freely among them, as a matter of course. The rich would 
help the poor, the peaceful would help the turbulent to recover its 
poise. With all American nations joinmg hands such a fester as the 
Mexican situation would be impossible. The nations would put ·a stop 
to it, both for Mexico's sake and for their own ; and, above all, the way 
would be cleared for concerted intervention without incurring antag­
onism, or even criticism. 

Already the first steps toward Pan Americanism have been taken by 
the action of certain South American nations in protesting against 
violations of neutrality by the belligerent nations of Europe. Further 
steps are being taken by the United States, in upholding the rights of 
neutrals at sea against the tyrannous and arbitrary naval power or 
Great Britain. The United States is making this fight for all the 

· hemisphere. Thus it is bringing nearer, although perhaps uncon­
sciously, the day when Europe will be confronted with the united spirit 
and force of the New World, speaking for democracy-for the individual 
rights of man, against the system which would keep him a machine. 

[From the World's Work, December, 1914.] 
AN AMERICAN BA:'<K IN ARGENTINA AND BRAZIL-WHAT THE NATIONAL 

CITY BANK OF NEW YORK IS TRYING TO DO. 

[By James H. Perkins, vice president National City Bank.] 
The National City Bank has for a long time been considering in what 

.way it could best relate itself to the movement for promoting our for­
eign trade. Thought on this subject took. definite crystallization this 
last spring, when pla.ns were made for a foreign banking and commer­
cial service. If there bad been any doubt regarding the interest 
throughout the country of such a movement, it would have been dis­
pelled by the answers reC:eived from a thousand letters mailed in May to 
the leading manufacturers and exporters of the country. This letter was 
preliminary to the final steps the bank planned to take in connectlo.n 
with the establishment of foreign service. In addition to the serious 
consideration which had been given to the matter here..t. actual research 
work bad been done br, special representatives sent to ~:South America to 
make a study of the s1tuation and the necessities of our commerce there. 

For commercial expansion In the South American field there is a dis­
tinct need for our own banking facilities, but under our previous laws 
it would have been necessary to form an independent organlzatio.n with 
large cap'ital to be on anywhere near equal terms with the banks already 
established there by other countries. American capital has been in 
such demand for the development of our own country that it was gen­
erally considered Inadvisable to divert to South America the large 
amount necessary for such a project. The Federal reserve act, which 
was 1·ecently passed, has made it possible, however, to establish In a 
foreign country a branch of a United States institution, placing behind 
the branch the resources and prestige of the parent institution. It was 
therefore decided, in response to the active Interest evinced by Ameri­
can business men, to take advantage of this provision in the Fedet·al 
reserve act and establish branches in South America. The directors 
of the bank, on June 30, 1914, authorized an application to the Federal 
Reserve Board for the privilege of establishing a branch . at Buenos 
Aires, Argentine Republic, and one at Rio de Janeiro, Brazil. Owing 
to the fact that the Federal Reserve Board did not organize until 
August 10, 1914, action was not taken on the appllcation until Septem­
ber 2, when the privileO'e sought was granted. 

Toward the end of l'nne, Mr. Robert 0. Bailey who formerly was 
Assistant Secretary of the Treasury, and Mr. J. C. l\.Iartlne, formerly 
manager of the Bank of Cuba, left for Buenos Aires to attend to . the 
preliminaries coincident with the organization of the branch in that 
city. Their arrival in Buenos Aires was simultaneous with the · out­
break of the war. Although confronted by many difficulties, all the 
details in connection with the establishment of a branch there have 
been completed. The legal technicalities necessary to comply with the 
Argentine laws have been arranged, banking rooms have been selected, 
and it is expected that the branch will' be in operation by the time this 
ls printed. In the meantime the organization of the starr bas been 
proceeding, with Mr. John H. Allen, formerly manager of the Bank of 
Haiti, as manager. He sailed for Buenos Aires with a number of . 
assistants on September 26. 

The service that it is hoped to render ~ill be of somewhat varied 
character. The letter of inquiry, to which reference 'has been made, 
sounde-d the needs of the exporter, importer, and manufacturer for 
reliable credit information in refE-rence to foreign markets. The uni­
versally valuable credit information available in this country has ac­
customed our business men to the use of such information as an abso­
lutely necessary part of the machinery for transacting business, and 
immediately foreign fields are entered where little if any such informa­
tion is available, they fuid that the lack of well-constructed and talm­
lated facts regarding the business houses with which they expect to 
transact business proves a barrier to merchandising. The-refore, the 
Inquiry made by the National City Bank met with an immediate re­
sponse in which the need for such information was · emphasized . . Based 
upon this specific necessity and general suggestions made in replies to 
many other letters which have been sent out inviting counsel and co­
operation, a commercial service has been outlined which, it is hoped, 
will de-velop to be of material aid in the upbuilding of our South 
American trade. 
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In order to answer the requests for statistical data and general 

into~matlon and to centralize the general work, it was found necessary 
to organiz~ within the bank what is, in effect, a foreign trade depart~ · 
m~nt under the dlrectl"n ol Mr. W. S. Kles. A library of trade 
statistics of South American countries is being collected: the variop.lJ 
governmental publlc<ttions concerning statistics are examined and the 
facts ol immediate interest collatedj reports from the Department of 
Commerce, the excellent Consular ~ervlce, the Pan Arlerican Union, 
customs and general business information are being an.a.lyre-d and ar­
ranged in such a way that they will . be available for the information 
of business men who arc contemplating taking up South American 
business or going into it on a more elaborate scale. The statistical 
work is in charge of Mr. 0. P. Austin, former chief stati'Stlclan of the 
United States. There ls also kept on file in the library records f.rom 
which information can be given on customs duties, port ch-arges, trade 
regulations, shipping facilities. insurance costs, etc. The foreign trade 
department will further serve as a clearing house for the information 
received from the commercial representatives attached to the various 
branches and will serve as the medium by which exporters and 1m· 
porters can be kept in close- touch with the activities of the branches. 

The facilities to be offered by the branches themselves come under 
three heads : 

1. The bank wUI furnish the facilities which are genernlly supplled 
by branch bauks everywhere; that is, they will accept deposits, issue 
letters of credit, handle collections, and deal in exchange. The opera­
tion of the branches will create a market for the American dollar, with 
the result that gradua.lly direct exchange will become a fact betwe«ro 
South America and the United States. Under the Federal reserve act 
national banks may make acceptance of long-time- bills growing out of 
foreign commercial transactions. This provision creates an cpportunlt:v 
tor an American b1ll to be developed similar to the be'st known :financial 
instrument, the London bill which is now the chief medium in the 
wo,rld's commerce. The " blll " is now a " sterling u instrument. It 
wlll be posslble under the new order to draw an increasing number of 
such bills In dollars instead of pounds, and the world market for the 
dollar should be enlarged to a pcint where it will take a prominent 
place in international exchange. Direct ti·an'Sfers b-y cable of funds from 
the branch to the parent bank, or from the parent bank to any bank 
tn the United States, and vice versa, will become possible with the 
minimum of expense. Gradually a broad discount market for American 
bills will be develo;>ed and will undou,J>tediy go a long way toward 
encouraging the use of the dtaft on New York instead of on L_ondon in 
settlement of international transactions. 

(2) The gathering of credit-information will be one o~ the most im­
portant functions of the branch~ As rapidly as possible the- branches 
will collect reliable credit information concerning South America.n busi­
ness and will at the same time be in a position to give the South 
'American business people correct credit information about . the people 
with whom they have transactions in- the United .States. The develop­
ment of credit files will, of course, be a matter of evolution and take 
tt number of years. One of the best credit men 1n the National City 
Bank has been sent to South America to develop the credit departments 
of the branches. Duplicate files wHI be kept in New York, so that 
the furnishing of th:Js informati'Oll may be as full and expeditf.ous as 
possible. -

(3) There will be attached to each branch one or m-ore commercial rep­
resenta-tives, who in a broad sense may be said to be the personal rep~ 
sentatives of American business Interests. These men win study trade 
conditions in th~ country to which they are assigned and w1ll form coop. 
erative relations with the foreign business men who are lnrerested in the 
commerce o! this country. They will thus be in a position to act as in­
termediaries and be able to assist the representatives <lf American business 
interests who visit. South America. They will look for trade opportunities, 
and when such opportunities arise will communicate with the for~lgn trade 
department of the bank, which will be in a position to indicate these 
opportunities to the interested business organizations here. They wUI, 
furthermore, be in a position to make investigations ot the possi­
bll1tles for particular articles in the market, and.: when an exhaustive 
investigation along some technical line is requirea, to employ a techni­
cal representative who will be competent and reliable. Many firms 
have already asked that preliminary investigations of this kind be 
made, and in namerous instances requests have boon made that the 
representative purchase various articles in the original package to be 
sent to the American manufacturer, so that be may not onlf ascertain 
the character and quality of the article but the way the article Is pre­
pared for market, packed, labeled. etc. The commercial representative 
will Riso be able to give information regardinf refused shipments, 
customhouse delays, etc ... and in ether ways wll be of assistance in 
smoothing out difficulties that are encountered. by the exporter. 

In order that the information of a general nature collected by tbe 
commercial representative may be promptly disseminated, the National 
City Bank is issuing a pubiication called The Americas, devoted to the 
upbuildlng of trade between the two continents. Whenever important 
information is received bearing particularly upon certain trades, special 
letters or bulletins will be issued to notify those wilo are likely to be 
interested. In order to provide some means of doing business with 
Argentina during the serious breaking down o! the exchange markets, 
the National City Bank made an arrangement, pending the establi,sh­
ment of the branch at Buenos Aires, for an exchange of credits with 
the Banca de Ia Nacional, the national bank ot ArgentlnaJ As a result 
0. large amount of export and Import bu~iness bas been made possible 
whtch otherwise would have been greatly retarded by the war condi-
tions. _ 

As soon as possible the branch in Rio de Janeiro will be established, 
atnd probably there wlll not be much delay in doing th:ls-. 

It is planned to develop the service gradually and in full cooperation 
with the Governments and institutions of the sister Republics of the 
south. The undertaking means large expenditures1 and any ultimate 
profit which may come to the bank as a result or this work wm be 
determined by the success made in broadening tbe markeV! fo:r the 
American producer. 

[From the Iron Age.] 
UNITED STATES BANKS IN SOUTH AllrnRLCA-DEli'lNITE DATA ON THJD 

HANDLING Qli' CREDITS BROUGHT OUT IN DISCUSSION AT THE MACHINE­
TOOL CONVENTION. 
The paper of Vice President H. R. Eltlridge, ol the National City 

Bank of New York~ on "The establishment of American banking facili­
ties in South America," as read before the Machine-Tool Builders' 
'Association in New York October 2:2 brought forth n mo13t interesting 
dtscussiQ:p, which was chiefly a prolongation ot Mr. JJ,lldrtdge's rem.arks, 
but on lines in part suggeste<l, by guestl9ns tx:om llis audlence1 Th\lS 
,Shere were brought out just the tacts manUfacturers want most to 

- '), 

know about the credit and banking side of business with South Americau 
countries. 

In his address Mr. Eldridge said, in part: " That we could sell gooW:, 
1n South Amertca in Uberal quantities at thls time Is more than probable 
1n view of the disrupted relations necessarily caused by the war, but tha~ · 
w-e would be justified in granting the long terms of credit to which they, 
are accustomed is not so clear. These long terms of credit are directlY, 
the result of keen competition and are likewise responsible in ·no little 
degree for the- financial conditions there prevalllng, 

DANGERS OF LONG CREDITS. 

"All leniency should be shown in granting credit to responsible con­
cerns but when those terms go beyond the bounds of reason the road is 
paved toward the slough of speculation. If a meTchant buys on six 
months' time an article which will be sold and realized upon within 90 
days, he holds In his hands the proceeds 90 days longer than he should, 
and the temptation is constantly before him to either buy more goods, 
often beyond his needs, or to employ the funds In some line of specula· 
tion, both leading to undue expansion and often to ftna.ncial fallurec 
It would he well, . therefore, not to be too Uberal in terms of credit1 even though the devel.opment of trade be retarded thereby, yet no-c 
unreasonably_ chary of granting terms o! a favorable nature when con· 
ditions justu'y. 

"The National City Bank of New York will open at Buenos Aires, 
Argentina, · a branch, and as soon as practicable another at Rio de 
Janeiro, Brazll. The bank desires to do all It can to promote the in\. 
crease of trade relations, and throu~h its banking department offm· • 
cheap and effective method of handlmg the exehanges between buyers 
and sellers. It Is fully ali've to the inconvenience probable exporterS 
and Importers suffer by the lack cf dependable information of trade 
eonditions, demands' for certain lines of goods, shipping requirements, 
customhouse regulations and dues. a knowledge of the products of the 
various countries which could be imported into the United States to 
advantage, their character and the avenues through which they could 
best be had, and the numerous other branches of information so requi­
site for the proper handling of business obtainable. To permit of the 
dlsseminatlon of such information among American exporters and im· 
porters it is the bank's intention to maintain a corps of trade experts 
at each branch whose duty it will be to {t;ther all the data possible that 
can be of benefit and to make it ava ble in an intelligent manner 
through the columns of The Americas, w ch will be issued from time to 
time. and special bulletins when deemed advisable. Information of this 
character will, no doubt. be found quite valuable and may pos ib1y 
prove the source of no little saving of expense to houses operating in 
South America. The service of this corps wHI be available to American 
merchants and specl.al reports can be arranged for where deslred. The 
bank will establish in each branch a credit department, and hopes 
within a reasonable time to be able to furnish exporters and importers 
valuable information as to the standing of South American dealers." 

THE DISCUSSION. 
S. H. Reek. Greayes-Klnsman Tool Co., Cincinnati, started an im,. 

portant discussion when he said: " I think that the question every one 
of us would like to ask of Mr. Eldrldg~ ts, How we are going to have 
our sales in South American countries handled? We understand that 
German and English bankers have afforded exceptional facilities to 
German and English manufacturers and merchants for disposing of 
their goods in these markets, which are so far away that the individual 
manufacturer in most eases would find it extremely difficult, almost, 
you might say.. llUIJOSslble--except in the case of such great concerns 
as the Genenu Electric, the Westinghouse, or the Internattonal Har­
vester-to satisfy themselves as to whether credits should be just11, 
extended. It- would seem, therefore

1 
that that function of the American 

bank that would best serve us wou d be to Eass upon the credits them­
selves. If the branch banks in those countr es were to be merely office~ 
through which discounts can be handled holding the American shipper 
primarily responsible. the offices of the bank wm not be very helpful 
to us, and the American trade with those countries will not be ,greatly 
stimulated thereby. But if that bank is to perform the real function 
of a bank~ to be an institution to which the purchaser in those markets 
who Is worthy o:f credit can go and obtain funds with which to make 
purchases 1n this country, paying for the goods or obtaining an ex-­
tension of the time neces ary to pay for them from the American bank,. 
then the American manufacturer a:pd merchant will be aided in exactly 
the manner that the English and the German manufacturer . have been 
helped 1n past years by German and by English banking lnstltutions.­
If Mr. Eldridge can gl'Ve ua the results of the Investigations he has 
been making as to how credits and discounts will be handled-if. for 
instance, one of us were to sell a bill of $10,000 worth of machine 
tools to a house in Buenos Aires or Sao Paulo, whether we wm be held 
responsible for the time we give or whether the bank will establish 
the credit basts an.d finance the transaction-that is what we would 
all like to. hear very much." 

DETAILS 0!' THE BANKING PRACTrCl!!. 

" Mr. ELDlllDGE. If you are entirely satisfied with the rest>onslblllt:y 
of the . party to whom you are shipping you will be willing to sell him. 
on ordinary terms of a draft payable in 60 or 90 days upon the firm 
itself. In that case, of course, you are not interestedi provldin~ you 
can get a market for that blll. But if you want to sel to some n.ollil8 
that you are not very well acquainted with, be it in South America or 
in Europe, what you are going to require of that man is a relmburse­
Jilent. He must go to some bank and arrange for that credit, and you 
1n turn must accept that bank, providing the bank is satisfactory 

to you. But ev-en in an Instance like that you still, as the maker of 
he drafe, remain the sponsor. of the credit. You are responsible for 

your faith in that purchaser, and that is the custom the world over. 
COMll:S BACK TO HOME PlUCTICE. 

"But of course the llabilit:y that you are assuming is very remote. 
«'bat is the very reason that a prime bank's b111 commands such a fine 
dlscount over. a bill on a firm in England or Germany. No matter 
bow well that firm stands, the bank's credit is regarded as better, and 
given :firms are credited according to the risk involwd. And that is 
exactly the arrangement that you have got to make in all your 
transactions in South America. or 1n any other foreign country; 
and that is. why. so much stress has been laid upon the subject ot 
domestic acceptancesJ because our country is so vast that lts business 
~ould not be handlea ercept upon some basis that rermits you to sell 
to a boos~ in Washington that you never heard o by drawing a bill 
againJ~t a bank there, 1:f the bank wlll furnish the credit~ That is the 
wav 1t has to be don~. 

•7 Now there are undoubtedll' houses 1n Bnenos Aires, Sao Paulo, or 
Rto de J"anelro that the National City Bank of New York will be per­
fectly wUling· to purchase bllls on. Where you are not satisfied with 
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the credit, certainly you have only· one thtng to do: If tfiey want your 
goods, let them pay for them or arrange down there through their own 
bank. They can, if need be, make a deposit there and cable to you 
that such an arrangement has been made. There is no difference in 
methods of doing business with houses in South America in that re­
spect and elsewhere, except that there is a certain amount of incon­
venience in getting the necessary information on which to base your 
credits. We are endeavoring to get up our credit files, as we want to 
know something about the character of the bills that we have to buy. 
We are perfectly willing to purchase bills on the more responsible 
houses in South America as well as on the more responsible banks. 
For instance, if you want to make a shipment of machine tools to a 
house in Buenos Aires and they give you a credit a~ainst a well-known 
bank there we would buy it as readily as one agamst you or against 
any of the other banks there whose standing we are familiar with 
as tl.t·st class. We would be perfectly willing to buy those bills, if your 
customer finds it more convenient to give them to you. · 
· " Mr. RECK. The manufacturer here, theni will be just as able to rely 
on the credits recommended by the Nationa City Bank of New York in 
those various centers as he would be on the recommendations of any 
of the banks in this country on which he is accustomed to rely? 

BUILDING UP CREDIT FILES. 
" Mr. ELDRIDGE. Exactly. Wherever you sell a bill of goods to a 

party that you don't know thoroughly or it involves a large amount, 
you are very careful to revise your credit-information data. It is the 
intention of the National City Bank of New York City to build up its 
credit files so that they will be as nearly accurate for that region as it 
is possible to make them, and we shall endeavor to give not only every 
customer but any American merchant inquiring the benefit of them. We 
do not insist that you do business with us to get this information. All 
you have to do is to ask us for it; we are willing to give it to you. We 
shall endeavor to be prepared to give as close information as is pos­
sible to obtain; but in a country where Dun and Bradstreet have found 
that only 18 per cent of the merchants are willing to give a financial 
statement, you can imagine what a difficult problem it is going to be. 
We have to rely a great deal upon reputation, but are going to get as 
good experts as we possibly can and dig down deep as we possibly can 
without having them throw us out of doors. We want to secure such 
information as will render it fairly safe to do business, and we propose 
to back up our faith ; that is, where we honestly believe the merchant 
is first class and will pay his bills, we will accept bills for them. 

"Mr. RECK. Mr. Eldridge, every member of this association is heartily 
in accord with your action. The establishment of workable bases of 
credit is one of the necessary moves that must be made; it is pioneer 
work which, together with means of transportation, must precede any 
successful effort to get that trade. 

LITTLE PROFIT IN PIONEERING. 
"Mr. ELDRIDGE. I may say to you in passing that the National City 

Bank is not expecting to make very much money out of this proposition 
for a good many years to come. On the contrary, we look forward to 
giving up rather liberally in the way of our preliminary expense. We 
further realize that as soon as we blaze the way, if the thing is a big 
success, doubtless a great many other banks in this country will find 
it to their interest to establish branches there, and we will heartily 
welcome them, because the bigger the field the better for our country 
and for all of us. 

"One of the great advantages of a foreign trade is readily under­
stood when you take into consideration that every dollar of merchan­
dise that leaves your shores for a foreign country gives you a call upon 
that country for $1 of gold, and that gold is the standard of value 
and the basis of all credit. The more we can protect the gold reserve 
of this country the more do we protect our merchants, our industries, 
and the cheapness with which credit may be obtained. Active foreign 
trade is one of the most desirable things that any country can possess, 
because it creates a tremendous call upon the gold of the world and 
forces the other countries who are our buyers to either give of their 
products in return or of their gold. 

WEALTH FROM FOREIGN TRADE. 
"Naturally any country that can develop a great foreign trade will 

develop a good import trade in the products of the country to whom 
our exports go. That country must in turn ship to us its products in 
order to reduce the balance of trade against it. The reason that Lon­
don was able to hold its tremendous position in the business world lies 
in the fact that it is the clearing bouse of the world, where all inter­
national credits are settled. A draft on London is always given pref­
erence over a draft on Paris or on Berlin, because everybody can use it. 
On exactly the same principle a merchant down in, let us say, Mem­
phis, Tenn., finds that he can not use St. Louis exchange as conven­
iently as he can New York exchange, because he has a greater call for 
New York exchange. 

"That is the reason that London retains its tight grip upon all the 
countries of the world. It is this which enables London on a little old 
$250,000,000 of gold in normal times actually to control the commerce 
of the world. It finances the commerce of the world on a stock of 
gold not one-sixth of what we have in this coU'lltry; and the reason 
that we in this country are not taking advantage of the great gold 
stock we have, which is double that of any nation in the world, is 
because we have never had the good sense to provide for its mob111za­
tion. 

"We do not need gold certificates to circulate among our people. 
.What man feels safer because he has a gold certificate in his pocket 
than if he had a na tiona! bank note? One is just as good as the other. 
Through our Federal reserve act we have taken a long step forward 
toward perfecting our financial system and improving tinanclal condi­
tions. You are going to see in the course of the next five years a. 
great change in the way of doing business. We are gradually ap­
proaching scientific methods. We have been blundering in the dark in 
the past. 

THE OUTLOOK FOR BET'l"ER BUSINESS. 
" I think we can all look forward to better business conditions when 

this great war is s£-ttlell. We are going to be a long time recQvc:.-ing 
from the etrects of the war. Our foreign trade is temporarily going to 
be larger than it has been in the past. The nations that are at war 
will be compelled to buy from us, because we are the only great nation 
capable of supplying them foodstuffs and at·tlcles of war that they 
must have. Logically, as long as the war continues, so long must we 
continue to make large exports, because they have got to have what we 

·can sell them. That is going to help us; it is going to permit us, in 
a way, to protect ourselves, by the credits that must necessat·ily be 
establiahed to purchase those things, against the load of securities that 
they may dump upon us. 

"Personally I do not think that they are going to dump those securi­
ties upon us in the amounts that some have anticipated, for the simple 
reason that a man is going to want to sell, as a general thing, that 
which be thinks the least of and keep that which he most values. 
American securities to-day of a. standard kind are the best available 
.securities in the world, because this Nation is at peace and there is no 
reason why our securities should not continue paying dividends as they 
fall due. Therefore they are reliable, and the man who is not used to 
work, the man who is living on an income and could not make a living 
in any other way than clipping coupons, is going to give that very great 
consideration. Therefore I think that when this war is over, if it 
lasts one or two years, as a great many think it will, we will be in 
pretty good shape. But let us not delude ourselves with the idea that 
we are about to enter upon a great era of prosperity, because capital 
can not be impaired, permanent improvements can not be destroyed, 
human life can not be destroyed as it is being destroyed in Europe tc­
day without affecting the whole ·world. We are bound to feel the re­
sults, but we wlll feel them less than any great nation in the world. . 

"When this great struggle is over and the balance of trade is struck 
on the books you are going to find that your Uncle Samuel stands mighty 
well through having kept out ot war, and will be able to show a better 
trial balance sheet than any nation on earth, and be able to go ahead 
and do business better than any of them. Then will come the time 
when we will realize the. great value of mobilizing our gold reserve. 
We will by that time have stlll further added to it, because it will be 
hard to take it away from us when once we get on our feet, and then 
is the time- when we can talk about financing other countries. 

"Mr. C. WooD WALTER (Cincinnati Milling Machine Co., Cincinnati). 
You have described the function of those American banks as regards 
credit. Does the German or the English bank do any more than just 
that for the trade of those countries down there? 

THE REASON FOR LONG CREDITS. 
" Mr. ELDRIDGE. Thef finance bills, and they have been, as I under­

stand it, quite liberal m their financing. That is, they would accept 
for various houses there--assume the credit responsibility themselves 
to a considerable extent where it was a very desirable customer. You 
understand that England and Germany have been right at one another's 
throats for business. Deep down in their hearts that is what bas been 
the matter between England and Germany for a good while. England, 
for instance, had the South American trade pretty well in hand when 
Germany stepped in; England was selling its gooas practically upon a 
60-day basis. Germany came and, finding it hard to get the business, 
and re.alizing that most people are very much tempted by being able to 
get good credit, said to them: 'England makes you pay m 60 days; we 
are not hogs like them, we will make it 90' [laughter], and immediately 
a great deal of the English trade began drifting to the Germans. Eng­
land comes up to the scratch and says : ' Germany is not as lenient 
as you think she is; we will make it 4 months.' And so it went on 
until they got it up to 6 months for goods that had always before been 
sold on 60 days' time. . 

" That was a very nice thing for the Argentine merchants; at least 
they thought so. As a matter of fO.ct, it was one of the worst things 
that could have happened to any country, because when you sell goods 
on terms longer than you should and the purchaser realizes on the.m 
and gets the money in his jeans it always burns him. He can not resist 
the feeling that here is an excellent opportunity to buy a piece of 
property or make some less safe investment in a booming country, 
where land values fluctuate rapidly, and by the time the account really 
falls due his money is tied un or he has failed to make a protl. t on the 
investment. He may ha-ve gone into a losing speculation. I think that 
situation has developed disadvantageously in South Amel'ican countries, 
especially Argentina. . 

CREDITS SHOULD BE SHORTE~ED. 
" If therefore, trade is pushed with Argentina, it should be estab­

lished on a solid business basis. Any of you can see the justice of that 
for yourselves and will recognize the ·truth of these observations. If 8. 
man does not have to pay anything for a good while, he begins to think 
he may never have to pay it. I know, as a banker, that I have met 
a great many people who never think of paying even when you suggest 
it to them. I have known merchants that go along year after year 
and never pay up. As long as they keep themselves in a solvent condi­
tion you are perfectly wUling to loan them money; it is a safe risk. 
But you let a fellow get the idea that he can get credit as much as be 
wants and that he can extend whenever he wants to and there is no 
need of ever paying up on time--that man is in a precarious condition. 
His business is not being run in good shape, and his head may go under 
at any time that a stringency develops in the money market. But the 
man that keeps his business in good shape and bas always ready assets 
sufficient to pay his bills as they fall due is a fal.· more desirable cus­
tomer. He is a good risk, and can always get money, no matter what 
sort of fi.nanclal weather prevails.'' 

[From the Bankers' Magazine, vol. 82, pp. 518-519, April, 1911.] 
LATIN AMElUCA-L"l INTERNATIONAL AMERICAN BANK. 

[By Elmer H. Youngman, editor of the Bankers' Magazine--Address 
before tbe ·J:'an American Commercial Conference, Washington, D. C., 
February 17, 1911.] 
Before entering on the discusslop of a proposal to establish an Amer­

ican bank in Latin America or other foreign countries, it might be well 
to inquire, first, whether or not such a bank is needed ; and, second, i.f 
found to be needed, what sort of ba.nk it ought to be. These a re . vet·y 
simple questions, perh:rps, but to my mind they are of great importance. 

ll'irst, as to the need of an American bank, or banks, in Latin 
America, opinion is far from being unanimous. We are told by some 
that the existing banks stand ready to supply all facilities necessary to 
carry on trade between the United States and Latin America, and that 
no necessity exists for establishing American banking institutions for 
further developing our commerce. '.rhat view, I think, is not enter­
tained by those who have a practical first-hand knowledge of the subject. 

nanking is not an entirely passive and impartial instrument of com­
merce. The ·railway or the ship may, possibly, be as ready to carry the 
goods of one nation or of one merchant as of another. Not so with 
banking. Each bank has its clients, as the lawyers have theirs. A 
bank selects its dealers, and deals only with whom it chooses. Some­
times the selection may be made from the standpoint of location, of 
particular lines of business, even of nationality. Banking may be 
cosmopolitan in many of its aspects, but the considerations named­
and others that might be cited-have an important bearing on the busi­
ness of those who deal with banks. 

Besides, in many portions of La tin America, as in all partially de­
veloped countries, a bank is other than a mere institution of deposit 
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:lnd discount. It assumes not :tntrequently the duties of a financial 
and commercial agent, with functions much wid.er than those pertaln­
ing to banking as generally understood. 

erl,y organized a.n.d rightly m.n.naged, would be a powerful instrumen­
tality, in developing enterprise and trade, to the mutual benefit of our­
selves and of the othe.r countrieB concerned., 

If anyone fr().{Il the United Stat-es should be in any country of Latin 
America with a view to carrying on some particular enterprise that 
required banking assistance, to whom could he turn most confidently, [From the- Banking Law Journal, vol. 27, pp. 305-309, April, 1910.] 
to an American bank, to a native local institution, or to a French, Ger- AN INTERNATIONAL AMl!lRICA.!Il BANK. 
man, or ffinglisb bank that might possibly be interestoo In defeating [By ·uaul'ice L. '""'uhleman, a,.,_tho .. of "Banking Systems o"' the his efforts in favoJ.• of some rival? To. ask this question is to answer it. "u. J.J,L u • . .. 

And yet this is but one phase--and perhaps a relatively unimportant World," etc.] 
one--of this problem. Considerable discussion has recently been caused by a proposition to 

Certainly few would be so rash as to claim that the banks ln this establish an international bank under the auspices of the United States 
country have a thorough knowledge of Latin-American credits, or that to be devoted to facilitating commercial and financial transactions be­
they are prepa.red to grant credit on the terms necessary to place us in tween the· several countries of the western continent. 
a position to compete on terms of equality with the European manu- This proposition is a reminder o! the strange indifference shown by 
facture-r or merchant tn securing Latin-American trade. our Federal legislators to some of the most lmportant enterprises in 

Nearly every activity of productie>n and trade comes into conta~t which the capi1al of the country eould be profitably employed. at the 
somewhel"e with the business of banking. Tbe perfection of a country s same time furnishing UJ3 with a most powerful instrument to 'increase 
co!llmercial machinery-its smooth and effeetive worlrlng-depends very our business with the rest of the continent lying practically at our 
largely upon the character of tts banks. Tude between nations doors. H.ad we spent one>-half as much in the way of developing the 
arises, of course, from the dema-nd existing. in one oountry and the friendly commercial relations with South and Central America as has 
ability of another country to supply tbat demand at th& right price. been spent to wrest trade from nations in the Orient we should have 
But this. ability to furnish goods at a salable price wlll, to no small had results that would have warranted the outlays many times over. 
extent, be governed by the effi.eiency ot the banking machinery. We Efi'orts are now being made to induce Congress to enact a reasonable 
need not stop to in.qui.re whether banks create commerce or not. It Is law providing for subsidies to ships plying between our ports and those 
enough to know that they greatly facilitate it>. of South America. If properly adjusted and then properly carried out, 

There is no doubt whatever in my mtnd that an American bank, prop- the investment of several millions of dollars in a series of years in this 
erly organized and wU;ely managed, would be a powerful agent in ex- way by tbe Government would unquestionably prove profitable to our 
tending ow· enterprise thl'oughout Latin America and 1n developing our business interests. The conditions for the development of our trade in 
commercial relations with oUl' southe.rn :p.,_eig4bors,, to the great advan- that direction are. particularly favorable at this time, and the Jfresidcn.t 
tage of all concerned. is justified in bringing his fn1luence to bear upon Congress to accom-

Primarily this question in Us narrower commercial aspect resolves plish the desired result. It is to be hoped that the elements that 
ttself into a ma~er of profit. If our banking capital can earn good defeated similar projects in the past will not be permitted to dominate 
profits in Latin America or elsewhere, why should we debar it fr()m in Washington this. year and defeat th.e enact:m.ent of tbe necessary 
going there, and und-er the conditions most favorable to suc.cE:ss? For le~lation. 
example. can any good reason be given why om.· nationd banks, ot large ut we do- not only require ships of our own to promote our com-

b 'tal -.. 1 th 1-.n f tab.lishi b nch~s merciat interest$ in South America; we need also that which every enoug capl • suou d not be. given e pr .. uege- 0 es - ng ra ather nation of importance posse ses-a bank that shall act as the hand-
in Mexico and Cu.ba.. now exercised by the- great chartere<l ba~s of maid to the commer<!e. Although there has been a little improvem nt 
C~!~~. if it be conceded that our banking relations with Latin Am~- in the conditions bearing upon our exchanges with countries to south 
tea are capable of improvement, and that our banking enEital should ot. us, ·it is, upon the whole, still as trne as it was 20 vears ago that 

ld t kind f the bulk of that commerce pays a heavy banking toll to European conn-
enter that tietd, it ~xt becomes necessary to eons er w a · 0 tries, a toll that necessarily constitutes a tax upon our trade and pre-
bank would be the best. The national bank act prohibits, and, a.a l 
believe~ wisely prohibits, a national. bank from having branches.. I can vents its development in the degree that the South American trade of 
seen no good reason, however, why our national banks of very large other nations exhiblts. We al'e the largest buyers of the products o.f 
CapJ.'tal rnl~h·t not be permitted, und."'r p· .. oper- regulation,. to have these States, but we are far behind several countries of Europe in 
~ " "' selling goods to the Latin Americans. 

branches in the cllief cities of ·Latin America and in other fQrejgn The project to establish a Pan American bank took definit(' shape 
countries. in 1890, when a special committee appo.inted by the International 

But I do not believe this to be the best solution of the problem. The American Congress-which had been convened 1.n Washington by our 
European nations, as well as Japan and Mexico, have learned the vnhre then Secretarr of State Blaine-recommended that the United States 
of• speeialization in banking-the desirabillty of' organizing banks ade- take the initiative in providing a banking institution to lessen the 
quately equip.ped with the. vowers for doing the work in hand. Some cost of excha.nge and promote the commercial relations between the 
time we shall adopt that principle here. Let us adopt it now if we are countries. A bUl to establish such a bank was then prepared, but 
to enter the foreign banking field ·with any h<>pe of success. We must failed to receive the approval of Congress. Another vigorous attempt 
not venture into that field in our weakness, but in our might. I think was made in 1897

1
• but again there was a lack of sufiicient Inte-rest 

we have had enough already of weak attempts to establish American and business tntewgenc~t and the b1ll was permitted to die. It is_ 
banks in certain foreign countries with a result that might have been doubtful 11 even now tnere is a fair chance for such legislation, 
foreseen. although cons~derable activity is being displayed by friends of the 

If we are to have a foreign bank worth anything, its . capital must measurE:. 
from the outset be large enough to command respect, and its manage- It i.e; .~;>roper to say at the outset that the Government ~ not asked 
ment must rigidly conform to the soundest requirements of banking. to contribute one dollar to the capital of the proposed bank or to 
An institution that would not only promote enterprise and develop trade, assume any responsibility for its obligations. All that is as~ed is 
hut that would add to ou.r prestige an<l increase the respect of others that It shall give it a charter. because no State charter- would suffice 
for our business methods. for the purpose, and in many of the States such a charter could not 

While it ts very natural and proper that a bank of the character be bad. It is proposed to permit the Government to exercise supe~­
mentioned should find its .tirst sphere o:( operations among our neighbors vlsory powers through the Treasury Department, and the principles 
of C('ntl~..tJ and Sot~th A.I::lHJea, I am ot the opinion . that its. sphere goveruin"' the operations of banks of a similar character chartered by 
should not be limited to those countries. I believe the time to be ripe foreign nations are to be applied 1n its case. 
for the formation of an international American bank:. with a capital Manifestly the bank must have branche£ at all of the chief ports 
of not less than $100,000,000~ having its hea.d office in New York, with on the American Continent south ol us; the head office would be 
branches in Chicago, St. Louis. New Orleans, San Francisco, and in the located in New· York City. As the business develops, agencies and 
great commercial centers ot the world. It would, of course, be one of branches would be established at other places, such as New Orleans, 
the first duties of such a bank to do everything essential to the- mutual San Francisco, etc., which ports carry on very considerable trade in 
development ot trade and enterprise between Latin" America an1i the that region now, and may be expected to increase it. 
United States. The report of the committee of the conference, made 1n 1800, 

It is beyond my purpose at the present time to elaborate a plan for po1nted out very succinctly and cogently why such an institution is 
the organization of this bank. That is a detail for future consideration. needed; only on:e of the members of that body was a citizen of the 
Whether or not t~ sanction of Congress could be had for such an in· United S.tates, the others representing various Latin-American States 
stltutlon I do not know. Th:e prestige afforded by a Federal charter participating in the conference. The commerce of the West Indies, 
would be helpful, but may not be indispensable. It might be advisable -Centra and South America was then valued at some $1,200 000,000, 
to organize first under State laws a pan-American bank, and the capital of which the share of the United States was $283,000,000, $18l,OOO,OOO 
might be partly furnished here and partly in the countries where the representing our purchases from them. To-day our commerce with 
banks are to be located. It may be remarked in passing that the trust South America alone is nearly $280,000,000; our purchases in 1909 
company is something practically unknown in Latin America. There amo.unted to $1.93,000,000; our exports to only ~83,000,000. This 
are legal difficulties In the way of establishing such institutions there, shows the heavy balance against us. 
though theae may be overcome. Judging from the ('Xpetiencc of the The great bulk of the purchases. bv Latin America is made 1n 
trust company in the Uni.ted States, Latin America ought to furnish an Europe; the great bulk of its trade Wltb us is carried in European 
inviting field for the establishment of such institutions. In fact, a ships, and is adjusted by exchange upon European banks, whi('h 
movement is now under way to organize a trust company in one of the have branches in. every important place in the Southern American 
principal Latin-Americqn nations. The particulars of this movement I Contin~nt. The committee estimated that the tax on our trade paid 
am not at Uberty to disclose. to European bankers for exchange alone was at the rate of three-

One thing we must remember-there. should be international reel· fourths of 1 per cent. Since that date the aggressive policy of Ger­
proc.ity in banking as well as In trade. 11 we expect to invade Mexico, many and the growth. of French and Italian interests, particularly in 
Central and South America with OIU' banks, we must expect the banks B1·azU and Argentina, have J:1robably caused some reduction in the tax 
of those countries to come here. And if we restrict the, operations of rate. But It is still of sufficient importance to make it a burden upon 
their banks here, we may expeet th~m. to throw like restrictions around th.e trade. 
our banks there. Already many foreign banks have agencies in New The pro<"ess of financing transactions is clearly described in "The 
York and oth~r American cities, but the State laws g,enerally prohibit Discount System in Europe," by Paul M. Warbu!'l;• recently pub.lished 
these agencies from doing a banking business j that is, tbey may not by the National Monetary Commission, from wmch the following \3 
receive deposits, and thus their ability t() ma.&:e loans is la.rgely cur- quoted : 
tailed. Can we reasonably expect that Latiu Amei:ica will allow privi- " If an American merchant 'buys coffee in Sao Paulo, he will generally 
leges to our banks which we deny to theirs? pay for it by opening for the $hipper a documentary credit in Europ~ 

As the importance of the United States as an exporter of manufac- that is to say. tbe American purehaser IIUl.kes an arrangement with 
tured products grows each year :lDd competition becomes keener the the European banker by which the latter agrees to accept, let us say, 
veed of an in.stitution like that herein suggested wlll become more and a three months' b1ll drawn on blm with· shipping documents attached, 
more apparent. It is wise to dlscuss this questlo.n now. It would be covering a certain shipment ot coiree, the amount to be drawn being 
wiser perhaps to stop discussion and begin to take action.. the equivalent of the amount due by the American purchaser to the 

One thing sh.()uld b.e borne in mind-that the Lnterests of those whom South Amerkan shipper. The shi.ppeL· will have no difficulty in selling 
we are seeking to make our customers should be most carefully re- to a bank in Sao Paulo his bill drawn on a first-class European b~nking 
garded. A Latin-American bank whose operations mJght in any way house, and tbu-s will p-romptly secure the money due him for the go~ 
serve to pt·ovoke the antagonism of the banks already existing or that sold. The loca.l bank in Sao Paulo will buy the b1ll without hesitation, 
would meddl& in political. aliaiJ.'s might do ntucb more h:u:m than good. because it knows that it need only send this foreign bill to England, 
But a Pan American hank, or one ot the broader scope i.n.di<:ated, pro_p:_ Ger~any, or France, as the ease may be, where~ owing t<> the extensive 
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discount market in these countries, it can immediately rediscount the 
bill. thus securing repayment in cash for the amount invested. Indeed, 
if the Brazilian ltank prefers to do so, it can at the moment of shipment, 
by cabling to Europe, fix the discount rate at which the bills will be 
discounted upon their arrival in Europe. 

" When the bill reaches Europe the drawee puts his a.ccepta.nce on 
tt, and having tlms obligated himself to pay the bill when due, tlfe 
documents are in most cases released and sent to the American pur­
chaser of the goods who opened the credit with the European bank~ 
Of course, the American purchaser pays a commission to the European 
banker for the service rendered. The compensation dept!nds on the 
standing of the purchaser and, tn part, on the question o! whether or 
not the documents are to be released upon acceptance-the American 
purchaser obligating himself to put the bank in funds before the bill 
falls due-or whether or not the do-cuments are only to be given up 
by the accepting bank against cnsh payment by the purchaser. It 
may be said that the average compensation for snch acceptance is 
between a quarter of 1 per cent up to three-quarters of 1 per cent 
for three months, according to the conditions of the case." 

The existing system naturally dl'Verts trade to Em.·ope. If to-day 
one wishes to go to a South American port below the north coast, the 
most direct route is by way of Europe. Great cargoes of co!Iee, hides, 
etc., come to New York from Rio Janeiro and Buenos Aires, chiefly tn 
foreign bottoms, of course ; but most of the ships, instead of taking 
return cargoes here, carrying our manufactured goods back to pay for 
our purchases, t::tke bills of exchange upon London or Hamburg, pro­
-ceed to those ports, empty, if need be, to take the British and German 
shoes, textiles, etc., to the people in Brazil and .Argentina. 

It would apf)e::tr, therefore, almost necessary, and certainly desir­
able, to develop our transportation facilities coincidently with the crea­
tion of a Pan-.American bank. These two improvements should be 
broug·ht about at the same time-and as soon as practicable. Already 
the situation is rendered more difficult than it was 10 and 20 years 
ago by the increased competition for business since Germany began its 
well-planned and well-executed program of taking trade from Great 
Britain. It will require much careful and well-directed work to place 
us even in third rank in commercial and financial importance in South 
America as a whole. But we shall fall behind much more if we permit 
opportunities to pass without action. 

To illustrate the power of the present competitors that are ln the 
field, it will be sufiicient to take a recent statement of banks in Ar­
gentina, which gives the British institutions deposits of approximately 
~95,000,000, the one controlled by Spanish $60,000,000, the French one 
$25,000,000, the German ones $20,000,000, and the Italian institutions 
$50,000,000. All of these corporations are making handsome profits and 
are helping very materially to promote the trade between Argentina and 
the co11Dtries which they represent there. We can not expect to compete 
with these nations unless we eq11ip ourselyes adequately. In order to 
do this we must look to Congress. 

It was through favorable legislation that Germany and the other 
nations succeeded in wresting from Great Britain the practical monopoly 
of that great market, which had be.en hers for generations merely by 
reason of acute business judgment and wise statesmanship. All of these 
countries except Spain are farther away than we are !rom the chief 
South American ports, yet all do relatively a much larger business there, 
.and what should give eYen more canse for consideration by us, they all 
take toll from us through their banks. It was well said by the Com­
mittee on Banking and Currency of the House of~ Representatlves in 1897 
that a condition more humiliating to the people of the United States can 
hardly be coneei>eti. 

It is high time that something be done both by way of improving 
transportation means and by way of pro'Viding banking facilities. The 
'Way is open ; the representative South Americans who have discussed 
these questions with our representatives would welcome these steps ; 
,they would In fact assist in many ways toward the establlshment of the 
bank, including the Investment of their own means tn the capital thereof. 
With such an institution nt work there would, to again quote from the 
'COmmittee report mentioned, "be a stimulation of intercourse, com­
.mercial and financial, such as would surprise those who are content to 
transact American business through European bankers." 

It developed at that time tha:t gooW! produced by us and shipped to 
Europe were actually reshipped from there to South America at a profit 
which the committee said • we are too slow or stupid to secure for our­
selves." With the proper facilities these goods could evidently .have 
been provided by us for South American use more cheaply, and the 
South American, who is not abnormally fond of paying high prices, 
fully appreciates this fact. But he is helpless; he looks to this great 
and wealthy nation to take the steps necessary to correct tllis absurd 
condition to the advanta.ge and IJl"Ofit of both. 

There have been public men who have questioned the constitutional 
authority of Congress to charter such a bank, but that question ts to-day 
-no longer a rational one; only the most hide-bound bourbon could enter­
tain such an opinion in the face of the decisions o! our highest court 
trom the days of Marshall down. The regulation o! eorrditlons beartng 
upon our foreign commerce is specifically placed 1n the hands of Con­
gress by the Constitution ; tt may use such means as seem to it judicious 
and not otherwise forbidden to carry out that purpose. The benefit to 
the Nation Is finally to be regarded as a dete-rmining !actor in settling 
the question. 

The CHAIRMAN. The time of the gentleman from Kentuck--y 
has expired. 

Mr. MONDELL. Mr. Chairman, I yield one hour to the gen­
tleman from Pennsylvania [Mr. TEMPLE]. 

1\fr. TEMPLE). Mr. Chairman, the shipping bill now under 
discussion throughout the country may come before the House 
at a time when debate will be limited, and action hurried by 
caucus requirement. I venture. therefore, to take the opportu­
nity now to lay before the House certain considerations con­
cerning it which ought to have an influence in forming the 
judgment of men who will have to vote on this important 
measure. When a simila.r bill involving a transfer of belliger­
ent merchant ships to a neutral flag was before us on August 3 
I spoke as follows: 

Now, it seems to me that it this bill is passed it will not create any 
more vessels. We will have to buy, if we buy at all, either vessels that 
belong to some of these belligerents, in which case the question of 
.traudulent transfer wlll be raised, or we wlll buy vessels that belong 
to citizens or subjects of some neutral power. They will be just as 
free from captunl under any other flag as they would under ours. If 

we buy belligerent vessels, we 2re bunting trouble. T he n eutr al ; essels 
we do not nee.d to buy, because we can ship our goods in t hem without 
buying them. 

Now, lt seems to me, with the definite announcement which has been 
made here that this bill is intended to be an emergency bill to meet 
the situation caused by the European war, the presumption of fraud in 
the transfer of foreign vessels to American registry would be held by a 
belligerent to be very great. Therefore the dangers that lie in this 
bill seem to me to be so great that I must vote against it. 

To recar>ttulate: There are four ways in which the war is going to 
interfere with our foreign commerce. First, many merchant ships of 
the belligerents will be called into the naval service of their respective 
countries. Second, those that continue in the merchant marine will 
be subject to capture. Third, neutral ships carrying contraband will 
be subject to ca,pture. Fourth, blockades will seriously interfere with 
all commerce bound to any of the countries engaged in the war. 

We can not buy merchant ships of the class ftrst mentioned ; they 
will be in the navies. If we buy ships of the second class, we buy 
trouble. It wiD be of no use to buy vessels of the third and fourth 
classes, because as neutrals they already ha'Ve all the r:igh:ts they 
would .have with American registry. 

Further, on AtJ.gUst 28, when the marine war-risk insurance 
measure was under discussion, the following colloquy occurred: 

Mr. STAFFORD. I have in my hand the report of that conference 
(referring to the London conference of 1907), to which our Gov~ 
ment was a party, which reads as follows: 

" The transfer of an enemy vessel to a neutral flag effected after iliA­
outbreak of hostilities ls void, unless it is pro'Ved thai: such transfer 
was not made in order to evade the consequences to which an enemy 
ship as such 1s exposed." 

Mr. UNDERWOOD. It was vetoed by the English Government before it 
ever was adopted. 

Mr. STAFFORD. Our Government committed itself' to this principle, 
and the signatory powers submitted this rule to others for the guid­
ance of the international prize court that was to be established pur­
suant to the .recommendations of the second Hague conference. 

Mr. TEMPLE. The Italian Government in its war with Turkey 
adopted this as its policy, in spite of the fact that it had not been 
ratified by the powers, and Great Britain and France have since an­
nounced they intend to act on the declaration of London, although not 
ratified. 

And, again, on August 29, when the same bill was under dis­
cussion, I spoke as follows : 

Now, it is a mistake to say that Great Brltnin 'Vetoed that declara­
tion. Great Britain signed it and the British Cabinet approved it. 
There is no ratification of a treaty in the Parliament, in either house, 
in Great Britain. Ratification is an executive act, according to the 
practice of the British Government, and is done by the cabinet. The 
status of this declaration of London in British law is perhaps abont 
what the status of the Colombian treaty would be-the treaty that 
promises $25~00,000 to Colombia-if it should be ratified by the Sen­
ate and the .1:1ouse should fall to make the appropriation of $'25,000,-
000. That would be a treaty signed and agreed to by the ratifying 
power, but falling to go into operation, because the legislation neces­
sary to put it into operation iailed to go through the Honse. 

That Is the status o! the London declaration in British law. 
It was signed by the representatives of the British Government. 
It was a.I>proved by the cabinet The Government prepared a 
bill to modify existing domestic law in England to bring it 
into harmony with the declaration of London. That bill passed 
the House .of Commons, but failed in the House of Lords. 

Mr. Ohainnan, before going into a discussion at length of 
the provisions of the declaration of London a short narrative 
showing the origin ot the document would be in order. There 
has long been a difference in the practice of the nations with 
regard to a good many things covered by maritime Jaw. * We 
talk about lnternatlonal law. and international law is real. It 
has been ordinarily observed by nations at war and at peace; but 
with regard to maritime law there has been little uniformity, be­
cause there .has been little agreement among the powers. · The 
cases that come up-cases of contraband, whether absolute or 
conditional; cases involving tbe destination of conditional con­
traband; cases involving blockade, whether involving a neutral 
ship or an enemy or one that sails under the flag of the captor­
all alike are tried in the court of the captor, and the courts of 
the various countries have followed different rules. There has 
been a general agreement as to the principles involved, but the 
principles have been variously applied under rules adopted by 
each power for its own courts. To meet that situation it was 
proposed at the second Hague conference in 1907 that an inter­
national prize court of appeals should be established, to which 
appeals might be taken from the decisions of the prize courts 
of the various nations. A treaty was drawn up and signed by 
the representatives of most of the J>OWers at that conference. 
Certain objections developed later, however. 

When the question of ratifying the prize-court treaty came 
up in this country there was objection upon the ground that we 
ought not to submit decisions of the United States to review by 
any court anywhere. This was to be an international prize 
court of appeals. Appeals may be taken :from our ordinary 
prize courts-generally a United States district court acting as 
a prize court-to the Supreme Court of the United States. We 
were not willing to have the case appealed from the Supreme 
Court, and thus subordinate it to any court established in any 
part of the world. 

Mr. YOUNG of North Dakota. Will the gentleman yield? 
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l\Ir: -TEMPLE. I will. 
Mr. YOUNG of North Dakota. Will the gentleman state 

whether a similar appeal is allowed, for instance, in the prize 
courts of Great Britain or France or Germany, to their higher 
court? 

Mr. TEl\fPLE. To their higher courts? 
Mr. YOUNG of North Dakota. Yes. 
Mr. TEMPLE. Yes; the British naval prize act permits an 

appeal to a higher court, and so does the law of most, if not all, 
of the maritime powers. 

Mr. MONTAGUE. Will the gentleman yield? 
Mr. TEMPLE. I will. 
Mr. MONTAGUE. I had not the pleasure of hearing the gen­

tleman, but the subject upon which he is now talking is very 
interesting and a far-reaching one. Could not the objection, 
which touches our pride as respects an appeal from the United 
States Supreme Court to the international court, be obviated by 
permitting the appeal to go directly from the district court or 
the circuit court of appeals to the international court rather 
than through the medium of the Supreme Court? 

Mr. TEMPLE. It was obviated in another way. The signa­
tory powers agreed to an additional protocol to the original 
prize-court treaty which met the objection, and the treaty was 
afterwards ratified by the Senate with the protocol as an original 
part of the treaty. The protocol provided that powers which 
are prevented by difficulties of a constitutional nature from ac­
cepting the treaty in its original form shall have the right to 
declare in the instrument of ratification that recourse to the 
interna tiona! prize court can only be exercised against them in 
the form of an action in damages for the injury caused by the 
capture. 

When the Senate advised the ratification of the treaty it 
did so on the condition that such a declaration be made in the 
instrument of ratification. It follows that a case settled by 
the Supreme Court of the United States would not be reviewed 
in the international prize court. · 

That was not the only objection, however, to the international 
court of appeals. Great Britain objected to it on other grounds. 
The seventh article of the treaty to establish the prize court 
is as follows: 

If the question of law to be decided is covered by a treaty in force 
between the belligerent captor and a power which is itself, or whose 
subject or citizen is a party to the proceedings, the court is governed 
by the provisions of the said treaty. In the absence of such provisions 
the court shall apply the rules of international law. If no general 
recognized rule exists, the court shall give judgment in accordance with 
the general principles of justice and equity. -

The last provision, that in the absence of treaty regulations 
and in the absence of recognized rule of international law 
the court shall give judgment "in accordance with the general 
principles of justice and equity," was deemed by the British 
2uthorities to be somewhat indefinite. "The general. principles 
of justice and equity." ·That phrase might mean many things. 
Great Britain, in order that there might be recognized rules for 
an international prize court to follow, called a conference of 
the powers, which met in London. 

The call was sent to 10 of the more important maritime 
powers of the world, including the six great powers of Europe­
Germany, Great Britain, Austria-Hungary, France, Russia, and 
Italy-together with the United States, Japan, Spain, and Hol­
land. In sending out her invitation the English Government 
declared "that it would be difficult, if not impossible, for His 
Majesty's Government to carry the legislation necessary to give 
effect to the treaty establishing the prize . court " unless they 
could assure both Houses of the British Parliament that some 
more definite understanding had been reached as to the rule by 
which the new tribunal should be governed." I quote from the 
call sent out by Great Britain to the maritime powers. 

Mr. GARNER. Would it disturb the gentleman if I asked him 
a question! 

1fr. TEMPLE. Not ill the least. 
Mr. GARNER. If I understand the gentleman's definition of 

the c~mdition of this treaty of which he has spoken and the 
protocot, it was that you could go directly to this Hague tribunal 
and sue for damages? 

Mr. TEMPLE. Yes. 
Mr. GARNER. Suppose that in the meantime the Supreme 

Court of the United States had held that the capture of a ship 
was legal, and later on The Hague tribunal should hold that 
the American Government was liable for damages. How would 
you enforce the decision of The Hague court, realizing that you 
would have to come to the Congress of the United States for an 
appropriation? Would not there be some difficulty in getting 
this body to accept The Hague tribunal's decision as against our 
·<?wn Supreme ~ourt? 

Mr. TEMPLE. The treatY obligation provides for a suit for 
damages, and I imagine that a . treaty that has been approved 
by the Senate of the Un.ited States looking to this purpose 
would have very considerable influence with the House of Rep­
resentatives. I do not know whether it would or not in the 
case of the Colombia treaty, but I think, in connection with a 
treaty of this kind there would be little doubt, if any, as to get­
ting this House to make the appropriation which such action 
by the international court would require. But to continue with 
the narrative. · i~ 

Mr. MONTAGUE. Would it disturb the gentleman if I asked 
him a question in connection with the one just suggested by the 
gentleman from Texas! 

Mr. TEMPLE. Not at all. 
·· Mr. MONTAGUE. Does the gentleman know of any adju­
dication by an international tribunal, whether it be an arbitra­
tion board or not, which has never been submitted and con­
formed to by the nation interested? Do I make myself clear? 

Mr. TEMPLE. I do not know of any requirement that has 
ever beenimposed Qn any nation. by a boar~ of arbitration that 
that nation has refused to meet. 

Mr. MONTAGUE. I know the gentleman has studied mat­
ters of this sort and I wanted his opinion whether or not the 
prospects of the peace of the world are not very hopeful, so far 
as our past experince is concerned, in that all arbitrations 
heretofore rendered have been submitted to? 

Mr. TEMPLE. The standard of honor among nations has 
ordinarily been higher than the standard of honor among men 
individually. 

Mr. GARNER. Will the· gentleman let me make a short 
statement in that connection? 

The CHAIRMAN. Does the gentleman from Pennsylvania 
yield to the gentleman from Texas? 

Mr. TEMPLE. Yes. 
Mr. GARNER. Under our treaty-making power the Presi­

dent and the Senate of the United States negotiate and confirm 
a treaty with .a foreign nation. They even make treaties obli­
gating this Government to pay certain sums of money annually. 
This House on three different occasions since I have been ·a 
Member of it has refused to carry out the provisions of that 
treaty by refusing to carry the appropriation. So the result 
is that any treaty made by our Government which obligates 
this Government to settle a financial transaction has got ~o 
come back to the House of Representatives, and the House of 
Representatives, in the original instance, might not have con-
firmed the treaty. . . 

Mr. TEMPLE. I am glad to have the gentleman's statement. 
Now, the powers accepted the invitation tbat had been ex­

tended by Great Britain to send representatives. Prof. George 
Grafton Wilson, of Brown University, lecturer also at Harvard · 
University and at the Naval War College, and Admiral Stock­
ton were representatives from the United States, both of them 
known and recognized far and wide for their familiarity with 
questions of international law. The London declaration of 1909 
was the result of that conference. Great Britain calleil the 
conference for the purpose of determining what are the general 
recognized principles of international law. I quote from the 
call: 

His Majesty's Government therefore propose that a.nother conference 
should assemble during the autumn of the present year with the object 
of arrivi.ng at an agreement as to what are the generally recognized 
principles of international law within the meaning of paragraph 2 of 
article 7 of the draft convention, as to those matters wherein the prac­
tice of nations has varied, and of then formulating the rules which, in 
the absence of special treaty provisions applicable to a particular case, 
the court should observe in dealing with appeals brought before it for 
decision. / 

Let me call attention to the distinction made in that call be­
tween rules on the one hand and generally recognized principles 
on the other. It was for the purpose of arriving at an agree­
ment as to what are the generally recognized principles of inter­
national law, and then for the further purpose of formulating 
the rules which should interpret aud apply those generally rec­
ognized principles. 

Let me read also from the general report presented to the 
naval conference on behalf of this draft committee. After 
spealdng of the work that had been done by the British Govern­
ment in preparation for the gathering of the conference, the 
preparation of the so-called " Red Book," which contained the 
views of the various nations, the 'draft committee says: 

The conference could not but express its gratitude for this valuable 
preparatory work, which was of great assistance to it. It made it 
possible to observe, in the first place, that the divergences . in the 
practices and doctrines of the different countries were perhaps less 
wide than was generally believed, that the essential ideas were often 
the same in all countries, and that the methods of appllcatio·n alone 
varied with traditions or prejudices. with permanent or accidental 
interests. It was therefore possible to extract a common element 
which it conld be agreed to recommend for uniform application. 
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A common element existed-in the ilivergen·t rules and practices 

of the various nations, and the members of the conferenee be­
lieved that they had· found universally recognized, or at least 
generally recognized, principles of international law. The 
declaration of London contains a pt·ell.minary provision, which 
is as follows : 

The signatory powers are agreed that the rules contained in the fol­
lowing chapters correspond, in substance, with the generally recognized 
principles of international law. 

Now, what is the force of this declaration of London? It 
was, of course, · reported to the various nations by the representa­
tives of thq_se nations, carrying the force of this almost authori­
tative opinion, that its chapters correspond, in substance, with 
tl:e generally recognized principles of International law. It 
went to the Senate of the United States, and the Senate, acting 
in accordance with its usual practice, adviseU. the ratification 
of the treaty by the requisite two-thirds vote on April 24, 1912. 
That is, the Senate ratified the declaration of London just 
exactly as it ratifies any other treaty that ·ever goes into 
effect. Formally ratification is an executive act. The Senate 
has only power to adviEe and consent to the ratification. It did 
in this case what it does in all cases, and in common speech we 
speak of the Senate as having ratified treaties. As a matter of 
fact, no proclamation was ever issued by the executive power 
of the United States, and ratifications have not been deposited 
at The Hague as provided for in the treaty. Technically it 
has not been ratified. 

Mr. GARNER. Will the gentleman yield just there't 
Mr. TEMPLE. Very willlngly. 
Mr. GAF~ER. If the President negotiates a treaty and the 

Senate ratifies, and then the President never promulgates it, is it 
still a treaty? 

Mr. TEMPLE. No. I say it is not ratified. 
1\Ir. GARNER. So the President finally has a.n opporttmity 

of withholding and nullifying a treaty after the Senate has 
ratified it? 

Mr. TEMPLE. Ordinarlly the President sends to the Senate 
only such treaties as he has a~ready determined to ratify, if the 
Senate advises the ratification. In this case peculiar circum­
stances arose which I have already referred to. The English 
Government found that certain legislation was necessary to 
amend existing British law, to bring it into harmony With the 
new rules of the declaration of London. The bill so prepared 
by the Cabinet was passed by the Honse of Commons and failed 
to pass the Honse of Lords, so that the British Government 
was not ready to exchange ratification. We were ready. We 
were committed to it. 

Mr. MADDEN. So that England is not committed to the 
London convention at all? 

Mr. TEMPLE. Yes. England is committed to it very thor­
oughly, as I shall show later-not by an exchange of ratifica­
tions, however. Article 56 of the declaration _ Qf London is the 
article that is of importance in connection with the propo~ 
legislation for the transfer of ships owned by- subjects of bel­
ligerent powers to the flag of the United States. Article 56 is 
as follows:. 

The transfer of an enemy vessel to a neutr-al flag, etfected a!ter the 
outbreak of hostllltles, is void, unless it ls ~roved that snch ttansfer 
was not made in order to eV'ade consequences to which an enemy vessel 
as such ls exposed. 

Mr. MADDEN. So ·the burden of proor would be o-n the 
neutral nation? 

Mr. TEMPLE. Yes; the burden of proof -would be on the 
claimant, and not on the captor, in the prize court. 

Now, the question arises as to whether this is in force. I 
was asked a moment ago whether England was connnitted to­
this treaty. I hold in my hand an order in council, dated at 
the court at Buckingham Palace, on the 29th day of October, 
1914, the essential part of which is as follows: 

Wher~as by an order in council dated the 20th day of Angust, 1914. 
Hls Majesty was pleased to declare that during the present hostllities 
the convention known as the declaration o:t London should, subject to 
certain additions and modifications therein specified, be adopted and 
put in force by His Majesty's Government. 

And then, after other preliminaries : 
Now, therefore, His Majesty.! by and with the advice of hfs privy 

council, is pleased to order, ana it is hereby crrdered, as follows : 
1. During the present hostilities the provisions of the convention 

known as the declaration of London shall, subject to the exclusion of 
the lists of conti·aband and noncontraband, and to the modifications here~ 
inafter set out, be adopted and put in force by His Majesty's Govern-
ment. .. . -
· I want to say that the exceptions an.d modifications hav-e no 
bearing whatever on article 56, which touches the transfer of 
enemy vessels to a neutral flag; In the latter part of thiS" 
order-and I shall not take the time to read all of it-is the 
fdlowing command : 

.T~e lords commissione-rs of His Majesty's tre!lsuzy, the lordS' com~ 
missioners of the admiralty, and each of His Majesty's principal sec-

retaries of state, the president of the probate, divorce, and -admfrii.lty 
division o:t the high court of justice, all other judges of His .Majesty's 
prize courts, and all governors, omcers, and authorities whom 1t may 
concern, are to. give the necessary directions herein as to them ·may 
respectively appertain. _ . 

There is no doubt, then, that that ·paragraph of the declara­
tion of London which bears on the question of transferring 
ships from a belligerent flag to a neutral flag is the law of the 
British prize c-ourts that will try the cases. Secretary Bryan, 
in hfs ietter to Senator SToNE, said~ "The declaration of Lon­
don is not in force.'' That paragraph of it is in force in British 
p.rize courts, and they are the only courts that will have juris­
diction over cases of vessels captured by British warships. 

Mr. MADDEN. Now, is there any appeal from those courts? 
Mt·. TEMPLE. There is no appeal to an international prize 

court. 
Mr. MADDEN. That is what I mean. 
Mr. TEMPLE. Because the treaty, like the London declara­

tion itself, failed of the final exchange of ratifications, so that 
we are thrown back to the original basis. Each nation pro­
vides its own rules of contraband and its own rule:J of prize 
eases, just as they did before the declaration of London was 
formulated at all. If they had the right to do that be:fore 
then they will certainly exercise that right now. ' 

Mr. MADDEN. And from the rule promulgated there fs no 
appeal? . 

Mr. TEMPLE. No appeal, except to British courts. 
Mr. MADDEN. Except the appeal to arms? 
.Mr. TEMPL:El. Oh, it would be taken up for settlement by 

diplomacy, and the dispute might be referred to tfte court of 
arbitration at The Hague. What I wish to say is that the 
declaration ot London is undoubtedly British law, whether it 
ts recognized by the United States or not. _ 

Now let me call your attention to the case of the Benito 
Estenger_ which is recorded in volume 176 of United States Re­
ports. This was a Spanish vessel, transferred to the British 
flag in June, 1898, captured by the United States steamer 
Hornet and condemned by the United States Court for the 
Southern District of Florida, sitting as a prize court. The case 
_was carried by appeal to the Supreme Qourt of the United 
States. Chief Justice Fuller wrote the opinion, in which after 
saying that the Benito Estenger "had complied with all the 
requirements of the British law," and had been transferred to 
British registry, ·be nevertheless affirmed the decision of the 
lower court. The vessel was sold· and the money disposed of 
according to the prize law of our Nation then dn force. · 

.Mr. Beatty, the British subject who owned the vessel, hacl 
appealed the case, had lost, and had no recourse. I refer to 
that case not because it is on all fours With the case of the Dacia 
or any other case that might hereafter arise, but to show just 
one thing, that when the Benito Estenger complied with all of 
the requirements of British law that was not enough. We tried 
the case in accordance with our law. And when vessels trans­
ferred to the American 1lag comply with all the requirements pf 
American law the Briti~h courts will try them in accordance 
with British law, and if we object they will cite the case of the 
Benito Estenger and many other cases. What we could do to 
them and that which we did to them without protest from them 
they will certainly claim the right of doing to us. 

The declaration of London has been put in force not only by 
England but also by France, Russia, and Italy. Furthermore, 
Italy put it in :force in the late war between Italy and Turkey, 
and article 47 of the declaration was tested in a peculiarly 
searching way. 

I read from Oppenheim's International Law, ''olume 2, page 
530: 

According to the British and American practice, as well a.s that of 
some other States, which has hitherto prevailed, whenever a neutral 
vessel was stopped for carryillg persons or dispatches for the · enemy 
these could not be seized unless the vessel were seized at the same 
time. The release 1n 1861, during the American Civil War, of Messrs. 
Mason and Slidell, who had been forcibly taken otr the Trent, while the 
ship herself was allowed to continue her voyage, was based by the 
United States on the fact that tbe seizure of these men without the 
seizure of the vessel was illegal. Since, according to the declaration 
of London, a neutral vessel rendering unneuti·al service -of any kind 
is liable to be confiscated, it is evident that In such a cnse the enemy 
persons and dispatches concerned may not be taken otr the vessel unless 
the vess-el he-rself is seized and brought into a port of a prize court. 
However, article 47 provides that any member of the armed forces ot 
the enemy found on board a neutral merchant vessel may be taken otr 
and made a prisoner of war, . although there may be no ground for tlte 
capture of the vessel. 

And in a note on page 531, as follows : 
Accordingly, in January, 1912, during the Turco-Italian War, the 

Italian gunboat VoltuNw, after having overhauled 1n the Red Sea the 
British steamer Africa going from Hodeida to Aden, took oti and made 
prisoners of war Col. Riza Bey and 11 other Turkish officers. Althouah 
the declaration of London is not yet ratified by Great Britain, she d1d 
not protest. 

She submitted to it without a protest, though she had not 
ratified the declaration. 
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Now, I want to say again, as I said-on August 29, 1914, that 
it is the practice of nations that determines what international 
law is, and no l_egislative authority. I said then: 

Italy in her recent war with Turkey put that declaration of London 
into operation in spite of the fact that it is not international law. 
France and Great . Britain have both announced their intention to put 
it into operation1 i.n spite of the fact that ratifications have not been 
exchanged. Tba1: which is the practice of the nations becomes interna­
tional law. There is no other test of international law than the prac­
tice of the nations. · International law is not enacted. When we want 
to know what it is we study the practice o:f the nations, and when a 
maritime power like Great Britain and another like France and another 
like Italy put this into practice, and we ourselves have committed 
this Nation to it by signing it, by ratifying it in the Senate, as we 
have done, we, too, are committed to it. The only reason that it is not 

. the law of the United States is because ratifications have not .yet been 
exchanged. The Senate has acted on it .finally. This is as nearly 
international law as anything can be that is not sanctioned and made 
certain by long practice. 

I have just one other point that I wish to make, and-I think 
it is a very important one. Suppose a dispute should arise : 
between this country and Great Britain in regard to the seizure 
of some vessel transferred to the American flag from a belliger­
ent flag, and we should succeed in taking it to the international 
tribunal at The Hague-the permanent court of a·rbitration at 
The Hague. What would be the decision of that court? In 
answer to that I refer you to the case of the French mail 
steamer Manouba. 

In the . note (Oppenheim, vol. 2, p. 531) Is the following . 
statement: 

The case o:f the Manouba ·ought 1ikewlse to be mentioned here. 
This _French steamer, which plies between Marseille and Tunis, was 
stopped on January 16, 1912, by ali Italian cruiser in the Mediter­
ranean and 29 Turkish passengers, who were supposed to be Turkish 
officers on their way to the theater of war, were forcibly taken off and 
made prisoners. On the protest o:f France the captives were handed 
over to her in order to ascertain whether they were members of the 
Turkish forces, and it was agreed between the parties that the case 
should be settled by an arbitral award o:f the permanent court o:f arbi­
tration at The Hague, Italy asserting that she had only acted in ac­
cordance with article 47 of the declaration o:f London. 

Neither Italy nor France had ratified the London declaration. 
Neither of them had at that time issued any proclamation 
putting it into effect. 

The two nations agreed to leave that case to the international 
tribunal at The Hague. I have in my hand here the award of 
the international tribunal at The Hague in this case, rendered 
May 6, 1913. Anybody who wishes to refer to this will find 
it in the American Journal of International Law for July, 1913, 
beginning on page 629. Without reading It at length, I read 
these sentences: 

Considering that the Italian naval authorities had, at the time of 
the capture of the Manouba, sufficient reason to beUeve that the Otto­
man passengers who were on board were, some of them at least, sol-
diers enlisted in the enemy's army ; . 

ThatJ consequently, these authorities had the right to compel the 
surrenaer of these passenger~> to them-

After an omission_:_ 
For these reasons the arbitral tribunal declares and pronounces as 

~follows- · 
And the fourth paragraph of its pronouncement is this : 
When once the Manouba was captured and taken to Cagllarl, the 

Italian naval authorities were, in general and according to the special 
circumstances under which the act was committed, within their rights 
in proceeding, as they did, to the arrest o:f the 29 Ottoman passengers 
who were on board. 

There was a case of a dispute between a neutr~l that had not 
ratified the declaration of London and a belligerent that was 
carrying it into effect, which dispute was carried to the Inter­
national Tribunal of Arbitration at The Hague, and the inter­
national tribunal sustained the belligerent that was enforcing 
the declaration of London. We should avoid any controversy 
of that kind with any power. [Applause.] 

Mr. THOMSON of Illinois. In that case neither the bel­
ligerent nor the neutral had ratified the declaration of London? 

Mr. TEMPLE]. . Neither the belligerent nor the neutral had 
ratified it, just as neither Great Britain nor the United States 
has ratified it; but the belligerent was putting it in force, just 
as Great Britain is now putting it in force. 

Mr. BOOHER. Will the gentleman yield for a question? 
Mr. TEMPLE. Certainly. 
Mr. BOOHER. The two nations got that case before The 

Hague tribunal by agreement, did they not? 
Mr. TEMPLE. That was the only way they could get it 

there. 
Mr .. BOOHER. If the United States and England should 

have trouble, unless they ag1·eed to submit it to The Hague 
tribunal, it could not go there at all. 

Mr. TEI\IPLE. We would either agree to arbitrate or prob­
ably fight it out. 

Mr. BOOHER. It could not go to The Hague tribunal with­
out an agreement of the parties? 

Mr. ';l'E~!PLE. Ne"er. There ·is nothing compulsory about 
it. There is no compulsory arbitration. - - , 

1\Ir. BOOHER. If the convention had been ·ratified as It 
has been ratified by the United States and Great Britain, it 
would go to The Hague tribunal without agreement, would it 
not? 

Mr. TEMPLE. Not if we chose to violate our treaty, which 
provides for arbitration. 

Mr. BOOHER. Does it not provide that such a case shall go 
there? · - -

Mr. TEMPLE. This London declaration makes no provision 
of that kind. 

Mr. BOOHER. It would go to The Hague without any 
further agreement, would it not? · ·· 

Mr. TEMPLE. Irrespective oJ_ the London declaration, we 
have now a general treaty . of arbitration. Now, if we choose 
to disregard that treaty, there is no power that can send us to 
The Hague. I do not think we· would choose to disregard it. 

Mr. BOOHER. Then the London declaration does not make 
any difference about the right of either or both nations to go 
to The Hague, does It? 

· Mr. TEMPLE. Not at all. The London declaration does not 
affect the question of arbitration: The question is whether it 
is the law that the court will enforce after arbitration has been 
agreed to. We have general treaties of arbitration. · Our ques­
tion is, What law would The Hague tribunal enforce if we 
kept our treaty and went there with an arbitral dispute? 

Mr. BOOHER. The tribunal would not enforce a law that 
this Government has never ratified, would it? 

Mr. TEMPLE. That is the point I am making. The tribunal 
did enforce it in a dispute between France and Italy. · 

Mr. BOOHER. But they both agreed to go there on that 
issue, did they not? · 

Mr. TEMPLE. They agreed to · go there on that issue; but, 
:!S I understand it, they did not agree as to what the law was 
before they went there. If they had agreed as to -the law un­
der which it was to be determined, the dispute could have been 
settled without any arbitration. 

Mr. BOOHER. But suppose, now, that one nation or the 
other bad not agreed to go there and submit to the London 
declaration; would The Hague tribunal have enforced the Lon­
don declaration? 

Mr. TEMPLE. Italy claimed that she was acting under the 
London declaration, and, as I understand the contention, France 
claimed that she had no right to act under the London declara­
tion, and they submitted that dispute to the arbitral tribunal at 
The Hague. 

Mr. BOOHE.R. I am very much interested in the gentleman's 
argument, and I want to get a little light. Suppose France 
had refused to submit that question to The Hague convention; 
could The Hague convention have decided it? 

Mr. TEMPLE. Not at all. Italy and France would have 
had war. 

Mr. BOOHER. I am trying to get your idea whether · the 
nations that have not signed that convention would have to 
agree to submit to The Hague convention the question whether ­
or not the London declaration was binding. 

Mr. TEMPLE. I think I catch the gentleman's point. Once 
in a while an agreement is made in the treaty itself as to the 
principles that are to determine a dispute, and those principles 
are set forth at length. Such was the case in the Alabama dis­
pute between the United States and Great Britain after the 
Civil War. In the treaty of Washington of 1871 three prin­
ciples were set forth which we claimed were international law 
and Great Britain claimed were not international law; and in 
order to settle the dispute Great Britain agreed that the court 
of arbitration should act as if these principles were interna­
tional law. ·That is possible. 

Mr. BOOHER. My point is that if Great Britain had not 
agreed to that they could not have settled that propositio~ 
and bound Great Britain. 

Mr. TEMPLEJ. They would have been likely to have had war. 
Mr. BOOHER. The_ gentleman does not quite answer mY. 

question; they could not have bound Great Britain. 
Mr. TEMPLE. There is no internationarsheriff to drag the 

parties into court. 
Mr. BOOHER. It would not be necessary ; my question does 

not ask whether its judgment could be enforced, but could 
The Hague tribunal have decided it? 

Mr. TEMPLE. When a question of what is the law is left to 
a tribunal, that tribunal decides what is the law. 

Mr. THOMSON of Illinois. Will the gentleman yield? 
Mr. TEMPLE. I will. . " 
Mr. THOMSON of Illinois. In view of the case the gentle­

man has referred. to, and the decision by . the international 
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court, is it not true that if · such legislation as is inv.olved in 
the pending ship bill should be enacted and such a situation 
should arise as to the facts in that case disclosed, it would mean 
t!J.at the United States would be obliged to choose between the 
submission of the issues of that case to the tribunal at The 
Hague, which would doubtless decide as it did in the case the 
gentleman mentions, or go to war? 

Mr. TEMPLE). There might be a third alternative; it might 
be settled by diplomacy. Many cases are settled by diplomacy. 

Mr. THOUSON of Illinois. By our Government giving up? 
Mr. TEl\fPLE. By somebody's yielding something. 
Mr. PLATT. Might not the ship be taken into a French port 

and we have to submit to the old French law, which is much 
more severe than the declaration of London? · . 

l\fr. TEMPLE. Yes; the old"French law_i_s much more severe 
than the declaration of London. Under the old French law the 
transfer of a vessel fi,"om a belligerent flag to a neutral is for­
bidden, unless the claimant can show that when he bought the 
vessel he did not know there was a war going on, which would 
be difficult under the present conditions. Most people kno.w 
that there is a war going on. The French law would be much 
more severe than the declaration of London, and I am .inclined 
to think that the international court of arbitration will follow 
its own 11Jlderstanding. 

Mr. LEl.~ROOT. The gentleman says "the French law"; is 
it not true that France is following the declaration of London? 

Mr. TEMPLE. It is now; but if we convinced France that 
she ought not to put the declaration into effect, it would be her 
law, and not English law and not ours that would be our alter­
native. · 

Mr. MADDEN. They would try it under their own law and 
not under ours. 

Mr. TEMPLE. Certainly. 
Mr. GOODWIN of Arkansas. If the gentleman will yield, I 

have just come in, and therefore have not heard all that the 
gentleman has said: Does the gentleman have reference to the 
declaration of Paris? 

Mr. TEMPLE. By no means. I am glad that the gentleman 
has mentioned the declaration of Paris, for I have some little 
time left and I want to show that unanimous consent is not nec­
essary. to the adoption of international law. The declaration of 
Paris in 1856 provided among other things that privateering is 
abolished. The other provisions of that declaration were: The · 
neutral flag covers enemy's goods; neutral goods, contraband of 
war excepted, are not liable to capture under the enemy's flag; 
and that a blockade to be binding must be effective. But the 
first and most important thing is that privateering is aqplished. 
The United States did not agree to that. It most decidedly dis­
sented. President Pierce in his inessage of December 4, 1854, 
said that the bare statement of .the condition in which the 
United States would be placed, after having surrendered the 
right to resort to privateers, in the event of a war with a bel- . 
ligerent of naval supremacy, will show that this Government 
could never listen to such a proposition. . · 

So Secretary Marcy w1:ote, July 28, 1856, to Count Sartinges, 
French minister, replying to the invitation to adhere to- the 
declaration of Paris : 

The policy of the United States has ever been, and never more than 
now, adverse to such establishments, and they can never be brought to 
acquiesce in any change in international law which may render it nec­
essary for them to maintain a powerful Navy or a large Regular Army 
in time of peace. If forced to vindicate their right by arms, they are 
content, in the present aspect of international relations, to rely, in 
military op~·ations on land, mainly upon volunteer troops, and for the 
protection of commerce in no inconsiderable degree upon their mer­
(!an tile marine. 

I should like to read what Oppenheim says about the declara­
tion of Paris. Speaking of the declaration of Paris, Oppenheim, 
volume 2, page 220, says: 

Since, with the exception of a few States, such as the United States 
of America, Colombia, Venezuela, Bolivia, and Uruguay, all members 
of the family of nations, are now parties to the declaration of Paris, it 
may well be maintained that the rules quoted are general international 
law, the more so as the nonsignatory powers have hitherto in practice 
always acted In accordance with those rules. 

We never agreed not to use privateers; but in the fierce strug­
gle between the North and the South we did not use them, and 
we did not use them in the Spanish War. Why? We acqui­
esced in the declaration of Paris, although we never signed it. 
It is recognized as international law, our signature lacking 
nevertheless. 

Also, let me mention one other thing which is of great general 
interest now. and which h:as become practically international 
law, to which the United States never agreed. Dumdum bul­
lets were forbidden in the treaty adopted at The Hague confer­
ence, but some of . the powers refused to sign the agreement not 
to use them. 

As -Great Britain had introduced bullets ·manufactured at the 
Indian arsenal at Durudum, near Calcutta, the hard jacket 
of which did not quite cover the core, and which therefore easily 
expanded and flattened in the human body, the qrst Hague Peace 
Conference adopted a declaration, signed on July 29, 1899, by: 
15 powers, namely, Belgium,-Denmark, Spain, Mexico, France, 
Greece, Montenegro, Holland, Persia, Roumania, Russia, Siam, 
Sweden and Norway, Turkey, and Bulgaria, stipulating that 
the contracting powers should abstain, in case of war betwee~ 
two or more of them, from the _use of bullets whic_h expand or 
flatten easily in the human body, such as bullets with hard -
envelopes which do not entirely cover the core or are pier<;ed 
. with _incisions. Austria,-Hungary, China, Germany, Italy, Nica-­
ragua, Portugal, Japan, Luxemburg,- Servia, Switzerland, and 
Great Britain acceded later. , 

The United States has never signed that treaty. Does any­
body suppose that we would refuse to recognize that there is a 
general law, a general sentiment also, against the use of dum­
dum bullets? Unanimous consent is not required. The world 
almost, the great maritime powers certainly, have given adher­
ence to the declaration of London. We have not. Whether it 
is law or not is one question. · Whether we will be practicaU,y 
bound by the almost universal sentiment behind it is another 
question. It is dangerous to run into the face of the public 
opinion of the world on such points. [Applause.] 
. · Mr. ROG-ERS. Mr. Chairman, will the gentleman yield? 

Mr. TEi\iPLE. Yes. 
-Mr. ROGERS. Is not the distinction in the cases the gen­

tleman states rather that tlte nations which do not expressly 
ratify these agreements tacitly ratify them? : 

Mr. TEMPLE. · I read from ·the President's message and 
from the correspondence of the Secretary of State who were in 
.office in 1856 the emphatic refusal of _ the United States to 
recognize these things. 

Mr. ROGERS. But there is a tacit agreement among the 
nations as to dumdum bullets, for example, I suppose, and the 
acquies<;ence is there, even though it bas not taken the form of 
affirmative legislation or approval. · 

Mr. ·TEMPLEt Tacit acquiescence after a refusal to sign is 
what I am pointing out. I think there will be a tacit acquies._ 
eence in. the declaration of London. · 

Mr. GOODWIN of Arkansas. We refused to accede to the 
declaration of Paris for the reason that we had no fleet of any 
moment but had a considerable fleet of merchantmen. · 

Mr. TEMPLE . .We would not accede to it. 
Mr. GOODWIN of Arkansas. I ·say we could not accede to it, 

and we have not in a formal way, but possibly tacitly will ad­
here to the 4eclaration of London. How many nations were 
signatories to the declaration of London? 

Mr. TEMPLEt The declaration of London was signed by 10 
powers, and only 10 were represented at the conference. 

Mr: GOOD\~IN of Arkansas. I was trying to reconcile our 
attitude with reference to a failure to accede to the declaration 
of Paris as well as the declaration of London. 

'Mr. TEMPLE. The point I was attempting to make was 
this, that a unanimous-consent agreement is not n~cessary to 
the actual existence of international law. We did not agree to 
the abolishing of privateering, yet it has been abolished. We 
did not agree not to use dumdum bullets, yet the world recog­
nizes that there is a law against it. My hope is that this long 
advance in international maritime law, marked by the declara­
tion of London, will not be hindered by the United States. It 
is a long step toward uniformity of practice and away from the 
old condition of things when every nation had its own law, and 
there was always friction. The United States is committed to 
it. It was signed by our delegates. Its ratification was advised 
·by the requisite two-thirds vote of the Senate. We stood ready 
to exchange ratifications at the outbreak of this war. We ad­
vised it be made at least temporary law, and though Great Brit­
ain put it into effect, with certain modJ_fications, we drew back 
entirely. And. Mr. Bryan says it is not in force, when the King 
of England, in the order in council which I read to you, says it 
is in force in the only courts that will try prizes captured by 
vessels of the British Navy. We have no appeal from British 
courts, save an appeal that I am sure we would be horrified to 
make. We should rather avoid the entrance to a quaiTel, espe­
cially when om· cause at best would be doubtful and in opposi­
tion to the public sentiment of the nations and of our own 
people. . · 

Mr. GILLETT. Mr. Cha~rman, I yield 20 minutes to the gen­
tleman from Michigan [1\fr. J. M. C. SMITH]. 

Mr. J. M. C. ·SMITH. Mr. Chairman and gentlemen of the 
House, by way of preface, I wish to say that when two or more 
nations go to war it does not necessitate that · any neutral na-
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tion, shall quit or nbundon. itg commerce; · :E wls1L tO' say; fui­
tirer, that· we· commit no unneutral act by permitting munitiollB 
of wa.r t<r be -shipped from any port of the Uhited States or of 
its Territories~ I wish to say, further, that after. our expe­
rfenee- in I\Iexico, :L ti:rinlr we ru.·e- as- safe in the hands of~ this 
administration· as we ha\e been in any recent; administ.ration, 
as far as wa is concerned: Besides;. the a'dministration fs 
equipped and surrounded by high Iegar talent and experienced 
Army officers· and high Naval admiral~ The- de:finitton of every 
dlctionary includes foodstuffs in the wo1·d " munitions}' 

Mr. Chairman, I ask the indulgence of the: House. to· speak for 
a: few minutes on· the- subject of neutrality. I am fn reeeipt of 
many letters and petitions requesting me to support and vote 
for. House joint· resolution. 377; and am now in possession of a 
large petition, signed generally by- the mei:cho.nts and. leading 
l:iusinesg men. of my hom-e- town, fa:vorihg sucli resolution_ 

This regolution is- to nrohibit the export of arms, ammunition, 
aruL munitions· of war. The petitions: and letters• ask- me to · 
wo.r:K actively- ancT vote · for it so as to enact it into law: dtll'ing 
tfiis: session. of Congress; They ru.·e all of similar· purpo~ and 
many are' or-· similar wording. .!}To doubt' other. 1\!embers: are 
daily-in neceipt of like requests. 

I: have" :fiied the' petitions-here in the. House and' liad. them re­
ferred ·to tile Committee on Foreign .A1ra.irs; before which the 
resolution is now pending. 

I herewith wish· to testifY- to• the intelligence and hfgh char­
u.cter of the signers and their lofty citizen"Bhip· a:s, being unex­
celled. Many- are among my. warmest personal friends- and 
neighbors, and' all are in: every way entitled ttr my- highest con­
sideration. 

The' re-solutiorr iS' as follows: 
House joint" resolution- 377". 

Resolved ov tlie Senate atul House of Revrese~tattves. of the Un.ite7l 
States of America in Oonoress assembled., That the Pres1.dent is hereby 
authorized, irr his discretion, to prohibit the export or arms, ammuni­
tion and munitions o:r-war of every kind (-whethe~ whole. or. in parts to. 
be l~ter a:ssembled) trom the territory- or any· seaport o:r the United­
State untll otheTwise ordered by: the Pr~sldent or by· Congress. 

This resolution covers nearly e:v:ecything- that..can be- used to 
rld' or :further tlie· prosecution of a war-. Munitions- of war in­
clude foodStuffs, clothing, automofiiles of all"· sorW, horse-s, 
mules, wagons, sleighs, ha:rness, saddlery, cottbn; wool; and 
products of :fieill. and' firctory, when suitable and lntendecf for 
army- purposes-, as- wefl as armament, shot~ and shelL 

Our Na'tlon is not. in the- shi-pping business, and_ d'oes not sell, 
ship or transport munitions of war directlY. to any ottle-r nation 
elt~r- at peace or at war, and so we are dealing with. indiVidual 
rlghtz." '!!he sale aruL shipment. of tliese products ar:e· by indt­
vlduals, and~ wlien pubUcation is made that I,OOO,OO(fbushels of 
wheat, 2,000~000 pairs o:f shoes, $1<r~ooo:ooo · worth. of harness and 
saddlery, 40,000 F"ord automoBiles, 200.' Dupler war trucks, or 
50 000 bales_ ot cotton. are sold filr shipment to Ei:lgland, Ger­
m~, France, Belgium Russia, or any other eountey, it _means 
simply that such an order for tllese goods has- been. ta.li::en fiy 
soma American manufacturer. or nm:cliasel' for delivery at the 
factory or maybe to an. American port, anc:r: then. it is-: up to the 
pur-elias& to make- his shipment and take the risk or· delivery on 
liis own account at the_ foreign port. 

MUNITIONS OF WAR~ 

By the law of nations- a neutral nation. ha& the: right to carry 
on its commeree in all tradeS"• without liabili-ty ot forfeiture in 
goods and :uroducts not declared.. to be contraband, and by, com­
mon~ consent noncontraband. is: permitted to be shipped ... unre­
stricted in. a neutra:l vessel, while in the shipment of wheat, 
liorses~ automobiles, :firearms, and_ so forth, the- owner. takes· the 
risli: ot capture and loss_ of property. 

we find. the balance ot trade int our ta::vor has-increased• from 
$16,000,000 for · the month o:fl September to nearly $1.32,000.000 
for. the month of December, 191A, and quite all o:fr the. products 
of_ this trade' can be- used in. and for c-arrying: on war. 

I t is as necessary to have-· food. products- and, clothing; shoes, 
blankets and. vehicles to prosecute and. carry on a war aa it is 
to nave armament riftes, and shells, so that if. tli.e-export' of the 
munitions- of war. of_ ev~ry; kind-are to be prohibited,. suclc prohl~ 
bition will' be very far"-rea.ching, and. not: only: will oun exports 
be. quite extinguished but our manufacturing" greatly affect-ed, 
the Sflle of farm products reduced, o.n(f; our foreign trade virtiD 
ally come to a standstill. 

1\Ir. YOUNG of North Dakota. Will the gentleman yield2 
- Mr: J; M. C.- SMITH. I- will. 

Mr. YOUNG of Nm:th.. Dakota. If tlie gen.tl.eman's- resoluti-on 
were changed o:c modified in such- a:. way· as to cove1.· only the 
exportation. of: guns,. buUets;_ munitions· of war.- would: the: ge.rr~ 
tleman support it nnde1· those conditions? 

Mr~ d:. M. <0. Sl\ITTH. Well, I ·will get to that a. little- later 
on; but that is: not the resolution I was asked to work f-or and 
M"Ve passed this session. I" am talking about the resoluti(Jn · 
which these papers and my people ha.-ve asked me to support and 
work. fot~ · and endeavor to· have· passed. I would say- to tlie 
gentleman- I would hesitate be!ore I would v9te against a 
resolution to prohibit the export of powdet: and bullets t-o kill 
people with, but I would not want to say I would vote for a 
resolution prohibiting· export of munitions of war broadlsr. 

Mr. YOUNG of North Dakota. Has the gentleman considered 
the question of the morallty of the proceeding? 

Mr. J' M: (). SMITH. That is- different. 
Mr. YOUNG ot North Dakota. I undeL-stand· now the gentle­

mo.n is discussing the legal propositioru 
Mr. J. 1\£. 0 .. SMITH. r have thought ot that, but I am not 

basing illhr argument upon sympathy or upon tlie· question of 
preference. I am basing it upon the law; and ff we are· going 
outside: of.' tlli.S; as a moral question, why, of course, that might 
lead tor my- telling what particular fruth I beli-eve in-. But that 
is not the· question which we- are dealing witl\.. This is an in­
ternational question. Now, if the gentlemarr will allow me to 
proceed. 
~ resolution makeg no exception. and seeks- to· prohibit om· 

shipments to Italy, Holland, Spain, South America, China, and 
to all neutral countries . 

The resolution further pro-vide"~ that' tt· shalL be- discretionary 
with tb._e-P_resident whether or not and when to prohibit such ship­
ments. U it is wrong or unla. wfui to pet"IDit shipment& pf con­
traband! or munition& of war, tliere.:shoUlcf be· no discretion aoout 
it. It ought not to be done. 
Bu~ Mr: Chairman, by the law of the very nations now at 

war, and by settled custom, this right is :firmly and legally estab­
lished. 

I doubt not that the President lias the right now t'O place- an 
embargo upon the shipment o:t war material: out of tbe United 
states. The ·President placea an emba:rg<Y not Tong ago uporr the 
shipment of arms into Mexico from the Uilited States, although 
he subsequently permitted it. 

Not: long s-ince a German vessel l'oade<I: with rlfles· an([ u.mmunil. 
tion sailed fiJr Vera Cruz, a: Mexican seaport:, and the President 
promptly sent otre ~ and fleet to that port, captured the city 
in battle, a:nd-prevented tfie· unloading of th-e ship's cm.·go there; 
but tlie' unloa·amg took place- at· an adjacent :uort near Tampico. 
If the Eresiden:t had· the a-utl:io.tity them to sa-y· when :firearms 
anr~ ammunition might be transp0l'ted1 into Mexico from the 
United States, or should no-t- be sh(pped- into Mexico, from 
Gecrnany 01:- any for.eigrr nation; why l1as he not. the discretion 
now?. 

But;. 1\fr. Oha.lrmn-n I da no.t wu.nt to s::ty that we sent our 
Xrmy- and fleet to Mexico' for the: sole purpose of preventing 
that German ship• from. unloading 500.000 firearms and millions 
ot rouncTlf of. ammunition, or whatever the· number may h"ave 
bee14 because I have- suctr faith. in the effecttvenesg of our .Krmy 
and Navy, even if there· is only 1 of the 59 submarines- belong-. 
ing to our Navy fit for service, and even if many of our bat­
tleships-or dreadnaughts are not fit for: :first-line duty, and' even 
if the size of our standing .Army only equals the popUlation ot 
Grand: Rapids; Mich., and a part of that Army. is- now in for­
eign lands, as to believe-that wacould have prevented that Ger­
man ship from unloading, tlie arms and ammunition· ~ that 
had been the sole purpose; although :t might be in w Uttle doubt 
about" our now- being prepared to· Uck the· whole world, as one 
might think we are :fi'om. some of-the hurrahs-. heard nowadays 
here on the floor of this Chamber. 

We took Verat Cruz_ all right one day, with the loss of 17 of our 
bravEr boys.~ and· 70 wounded. of ' the ftower of our country. We 
held it a sufficient time, and then went away When we Ieft 
a. considerable treasure followed us-only a million or so, but 
3! considerable amount of money, w·e are credibly informed. 

.A...majorlty of the. Members· are learned in the law and know 
that we ouglit not to break-into a man's house or.· into his couu­
try or into his city and take away the property of anothelr. 
When I was a child I was , taught the Ten Commandments. 
Later I . attended· chureh on Sunday and enjoyed. the sermons 
then a..s:I do now;: I remember. some of the commandments yet-­
one about taking that which did not belong to me, and the one 
about· killing; r .wish that the rulers, crowned heads; and other 
potentates of Europe would keep all the commandments. I 
alwa-ys enjoyed the sermon when the preacher would tell about 
the coming_ of the Prince of" P-eace, of' Emmanuel, and also about 
beating. the swords into plowshares and· the spears into pruning 
hooks. God speed the day! But tmtif that time we must as a 
nation.. work out our own destiny:. I am. for peace. I want to 
be one of the last to favor war. It seems we ought to get alon~ 
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without war in this enlightened age and generation. But; my 
friends, the Golden Age has not yet come--

When the war drum throbs no longer, and the battle flag is furled 
In the parliament of man, the fede~:ation of the world ; 
There the common sense of most shall hold a fretful realm in awe, 
And the. kindly earth shall slumber, wrapped in universal law. 
To-day a majority of the most civilized nations of the earth 

are in brutal and unnecessary war. By this war not only the 
boundary of nations will be changed, but the struggle inv~lv~s 
their very existence. The times call for clear-headed, patriotic 
statesmanship as much as they ever did in the history of our 
Republic. What is our duty? We as a nation have our rights. 
Those rights are of greater importance to us than the rights_ of 
any foreign nation. Among our rights are. the rights of life, 
liberty, and the pursuit of happiness. We do not want them 
invaded. We must know the right, and" knowing it, dare main­
tain." 

NEUTRALITY. 

President Pierce in his third annual message to the Thirty­
fourth Congress in 1855 defined our rights as a neutral nation 
to carry on our commerce when he said: 

The laws of the United States do not forbid their citizens to sell to 
other of the belligerent powers articles of contraband of war or to take 
munitions of war or soldiery on board their private ships for transpor­
tation, and although in doing so the individual expose.s his person or 
property to some of the hazards of war, his acts do not mvolve a breach 
of the national neutrality nor of themselves implicate the Government. 

This was six years before the Civil War, and that principle 
of international practice was incorporated in article 7 of the 
Hague convention, October 18, 1907, which provides: 

A neutral power is not called upon to prevent the export or transpqrt 
on behalf of one or other of the belligerents of arms, munitions of war, 
or, in general, of anything which can be of use to an army or a fleet. 

This convention was attended by the representation of the 
German Empire and signed by its delegates. 

As a Nation we are friends of both sides of the contending 
nations of Europe. We are nowise responsible for the war. By 
electing to go to war these nations have fixed their status as 
that of belligerents, and their rights are determined by the 
rights of warfare. If this gives an advantage to either side, 
we are not responsible for it, and as a neutral Nation we can not 
change it. 

By remaining neutral our status is fixed by the laws and 
customs of war and international agreements. Chief among 
the rights of the citizens of a neutral nation is the right to 
carry on commerce in all its branches, subject to the chances 
of seizure and forfeiture in case the merchandise is contraband, 
but with the utmost freedom in case the products are noncon­
traband. As neutrals we must treat all the belligerents alike, 
allowing to each side the same privileges, and not give a right 
to one side which we do not accord to the other. If to prohibit 
shipments would deny one side an advantage which rightfully 
belongs to it, or give to the other side rights to which it is not 
entitled as a belligerent, we should be very circumspect before 
enacting such a law and be careful that we do not commit a 
nonneutral act. 

During the Franco-German War there was correspondence 
between the Prussian diplomatic representation in London and 
at Washington and the British and United States foreign secre­
taries concerning shipment of arms and ammunition to French 
armies, in which the Prussian Government contended that it 
was incompatible with strict neutrality that French agents 
should be permitted to buy up in the neutral country, under 
the eyes and cognizance of the neutral Government, many thou­
sand breechloaders, revolvers, and pistols, with the requisite 
ammunition, in order to arm therewith the French people and 
make the formative of fresh army corps possible after the regu­
lar armies of France had been defeated. 

Nothing, however, was done to prevent the shipment of these 
supplies, and the United States claimed entire liberty for the 
traffic in question. 

OUR STATUS DEFIXED. 

Very recently, on January 8, 1915, Mr. Bryan, as Secretary 
of State, in a communication (S. Doc. No. 716) covering this 
subject to Senator STONE, defined, among other things, our rights 
and status as a neutral Nation, and I call your attention to two 
paragraphs of that letter. Answering the statement that the 
United States has not interfered with the sale to Great Britain 
and her allies of arms, ammunition, horses, uniforms, and other 
munitions of war, although such sales prolong the conflict, the 
Secretary says : 

'l'here is no power in the Executive to prevent the sale of ammuni­
tion to -the belligerents. 

The duty of a neutral to restrict trade in munitions of war has never 
been imposed by international law or by municipal statute. It has 
never been the .policy of this Government to prevent the shipment of 
arms or ammunition into belligerent territory, except in the case of 
neighboring American Republics, and then only when civil strife pre­
vailed. Even to this extent the belligerents in the present conflict, 

when they were neutrals, have never, so far as the records disclose, 
limited the sale· of munitions of war. It is ·only necessary to point to 
the enormous quantities of arms and ammunition furnished by manu­
facturers in Germany to the belligerents in the Russo-Japanese war 
and in the recent Balkan wars to establish the general recognition of 
the propriety of the trade by a neutral nation. . 

It may be added that on the 15th of December last the German 
ambassador, by direction of his Government, presented a copy of a · 
memorandum of the Imperial German Government which, among othe.r 
things, set forth the attitude of that Government toward traffic in 
contraband of war by citizens of neutral countries. The Imperial 
Government stated that "under the general principles of international 
law no exception can be taken to neutral State.s letting war material 
go to Germany's enemies from or through neutral territory," and that 
the adversaries of Germany in the present war are, in the opinion of 
the Imperial Government, authorized to "draw on the United States 
contraband of war and especially arms worth billions of marks." 
These principles, as the ambassador stated, have been accepted by 
the United States Government in the statement · issued by the Depart­
ment of State on October 15 last, entitled " Neutrality and trade in 
contraband." Acting in conformity with the propositions there set 
forth, the United States has itself taken no part in contraband traffic, 
and has, so far as possible, lent its in.fl.uence toward equal treatment 
for all belligerents in the matter of purchasing arms and ammunition of 
private persons in the United States. 

Answering the statement of general unfriendly attitude of the 
Government toward Germany and Austria, the Secretary says: 

If any American citizens, partisans of Germany and Austria-Hungary, 
feel that this administration is acting in a way injurious to the cause 
of those countries, this feeling results from the fact that on the high 
seas the German and Austro-Hungarian naval power is thus far in­
ferior to the British. It is the business · of a belligerent operating on 
the high seas, not the duty of a neutral, to prevent contraband from 
reaching an enemy. Those in this country who sympathize with Ger­
many and Austria-Hungary appear to assume that some obligation 
rests upon this Government in the performance of its neutral duty 
to prevent all trade in contraband, and thus to equalize the difference 
due to the relative naval strength of the belligerents. No such obliga­
tion exists; it would be an unneutral act, an act of partiality on the 
part of this Government to adopt such a policy if the Executive had 
the power to do so. If Germany and Austria-Hungary can not import 
contraband from this country, it is not, because of that fact, the duty 
of the United States to close its markets to the allies. The markets 
of this country are open upon equal terms to all the world, to every 
nation, belligerent or neutral. . 

The foregoing categorical replies to specific complaints is sufficient 
answer to the charge of unfriendliness to Germany and Austria-
Hungary. · 

I ~m. my dear Senator, 
Very sincerely, yours, W. J. BRYA!f. 

Ron. WILLIAM J. STONE, 
Chairman OommA.ttee ou Foreign Relations~ 

. United States Senate, Wasnington, D. 0. 
WAB. 

I am for peace all the time, and ·would only consent to declare 
war when justice demands it and the right is absolutely tmques­
tioned. I am not for peace at any price, else there would have 
been no War of Independence, and we would be a dependency 
of England and not enjoying our independence to-day ; else there 
would not have been the War of the Rebellion, and we would 
be two nations on this continent to-day instead of one. 

When the right to arbitrate all questions of national dispute 
comes up, and the Monroe doctrine is submitted, it may sur­
render Mexico to colonization by other nations. If the Chinese 
or Japanese question comes up for arbitration at The Hague, the 
sun will not shed such radiant hues on the Golden Gate, and 
much of the attraction will have flown from the splendid domain 
of our beautiful Pacific coast. 

Neither would I for one want to submit the right of a foreign 
nation to have a coaling station in Mexico ' or Cuba or in the 
Central American States. 

I am not in favor of submitting all questions to arbitration 
as a national policy. Neither do I think that preparedness leads 
to war. We were not prepared in 1860 for the war so nobly 
fought and won by the boys in blue,'but it came. 

We were prepared for war when we 'told Maximilian to get 
his French Army and himself out of Mexico immediately after 
that war, and no war came. 

ARMY A!fD NAVY. 

Our national wealth is $150,000,000,000, double. that of any 
other. Our Navy ranks third, and 14 nations of the world 
have a larger standing army than we have. 

The following _table· showing the peace· strength ··of nations 
having a larger standing army than the United StateJ is found 
in the World Almanac, 1915, page 420: 
GermaDY--------------------------~------~----------­
France----------------------------------------------­
Russia-----------------------------------------------Austria-:Hungary _____________________________________ _ 
ItalY-------------------------------------------------
Great Britain-----------------------------------------

~~R~.=-.=-.=-:.=-..=-:.=-:.=-.=-.=-.=-.=-.=-:::.=-.=-.=-:::::::::===::::=:::::::::====:::::::::::. 
Roumanin---------------------------------------------
SwHzerlnnd-------------------------------------------
TurkeY----------------------------- -----------------­
Greece--------------------------------~-------------­
China------------------------------------------------

870,000 
783,493 

1,500,000 
435,127 
306,000 
262,296 
217,032 
140,673 
10:~. 460 
143,220 
230,000 

29,000 
180,000 
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'I voted for the Army a:ppropriation bill; a standing Army voting against a law pla'Clng an ·embargo upon powder and 
·of ~00,000 men; for an appropriation for the ' UPkeep of -our , bullets should the President make the order, but would not 
iN.avy, providing .:for .2 battleships, ll submarine torpedo boats want to support a l.aw which would prohibit the shi-pment and 
~1 of the ·seagoing type), ·5 torpedo-boat destroyers; ~fuel-oil exportation of all articles that could be used by an army to 
ship. ' prosecute or carry on war, and am very much in fnvor uf send-

The total cost of this program is about $50,000,000, and the ing J:oodstuffs and .raiment, medicine, and aid to the helpless 
sum of $22,903,998 is recommended for construction the 'first .and famine s.tl·icken in Europe. lA.pplause.] 

.year, .and if we had kept the .duty on sugar it would have 1>aid The CHAIRMAN. The gentleman from Massachusetts has 
"the :whole r<!Ost of theh· construction. 

1 
'fiTe .minutes remaining. 

1\fuch is said about the citizen soldier, but how many citi- Mr. OILLETI'. Will .the gentleman from New York yield 
:zens nowadays ue n.cquninted With firearms? Many of them me 10 minutes? 
.never shot a -gun, and fewer -of them ·ever saw a. modern MI:. FITZGERALP. I yield the gentleman 10 minutes. 
weapon. In the days ·of the rebellion nearly every man was a Mr. GILLETT. I _yield to the gentleman from California 
marksman, and the .first call recruited the squirrel regiments; I Mr. J. R. KNowL.AND] such time .as he desires. 
1but it js different now. J'n some of the States we have stringent 1\fr. J. R. KNOWLAND. Mr. Chairman, I ask leave to extend 
game laws and less ga:me, and the use or need of the gun ·does my remarks by 4tserting in the RECORD an article appeal'ing 
:not obtain. in the February North American Review entitled " The bases 

rt would cost the Government little or nothing to make it of Republican confidence." The article was written by Col. 
mandatory for all citizens within military age t{) meet at least George Harvey, editor of the magazine, and the man daiming 
once a month at 'the country townhouse or city hall during the to have originally discovered President Woodrow Wilson. 
wintertime, jf no oftener, and be shown a regulation Army rifle While the public w.as aware that there have been some little 
or be .given an evening's .instruction or lecture by a military -differences between the discovered and the discoverer since the 
officer or soldier, and 'be told with which foot to step off and original discovery, there were recent indications th.at a happy 
rupon which heel to about face. By ·so doing ·the citizen soldier reconciliation nad taken :place, but evidently the truce was but 
would at least how something ot what would be expected of temporary. The article is somewhat illuminating and is pre-
him should he ever be called to arms. sen.ted in J:ull : 

IJISA:RMAMENT. THE BASES OF REPUBLICAN COXFIDENCE. 

Mr. Chairman, I hope the time will come when it will not be IBy the editoL] 
t b t <: t In idle wishes fo<'ls supinely stay; necessary to ·ever eall ·our young men o arms, u now ~s 'IIO Be there .a wJll, a.nd wisdom finds a way. 

the time to disarm. W{)rld conditions are against that ·step .at -The Birth of Flattery • 
.present. I wish that w-e might not furnish .guns and bullets to We may us well admit at tne outset that the quite universal and 
kill 1 "th rn t hatev"" ... we ma-v do in this reaard th-e plainly in~ea.sing ·confidence of Republicans with re pect to the next ~ peop e Wl · nU W .:;L ·J '"' national election is no mere "triumph of hope over experience"; it is 
war will continue to the ,end. We must keep an .even poise; a firm conviction. Neither leaders nor rank and file have the slightest 
<We ·must keep strictly Within our rights; we must maillta1n doubt of coming success. Nor, incidentally, we are informed, if a Liberal 
.strict neutrality. We are not legally or equitably bound to Republican be nominated, 'has Mr. Roosevelt-:-a fact of deep significance. 

What, then, are the bases of this quite unprecedented feeling of 
dose our factories or give Up a.ll our commerce. "'rhe bel- -certainty which finds manifestation a full 20 months before the event? 
ligerent nations alone must decide when to shut up their own Let us engage in common counsel forthwith. 
great ar·senals and factories and when to quit Jnaklng guns and The Republican chairman Insists "that the results now compiled prove 

conclurovely that, if the recent NO'Vember election had been tor Pres!~ powder. I wish they would quit to-day. lt was not contem- dent, his party would have won not less than 288 electoral votes-n. 
plated by any nation that in case of war we should clase our majority .of 45. President Wilson, on the other hand in his speech 
factories or not sell •Our .farm prodnets to any warring nation. . in Indianapolis, int~r-eted the figures as 'Showing a Democratic ma-

. jority of ' about 80. Both seem "to have e.ITed. Putting aside all That has never been the law, -and we should exercise great guesses and deductions, the votes actually polled tor Senators and 
care in adopting such a law. I would have some hesitancy in Congr~.smen are recorded as follows; 

'VotC8 pollea at elections vf :t91.2 .anil .191-V • 

.S'l'ATES C:A.RRIED BY ll.EI'UBUG.ANS ON NATIONAl. 'ISSUES. 

[S, .popular vote .:for Senator; C, -popular vote lor Congressman. 

19H 

States. 
Electornl 

:c-o ;e. Vote. Re=li- Democrat. Progressive. 

'Connecticut... •••..•. __ .• ---~ •.••••••. -·---.--·_ --·--···· ····-············ '7 B. 89,983 76,081 
'Delawat'll.-••• ----~--~~---·-·--~ ·----··-------·-··::.-- ···--·-----· --· ~ 

3 c. 22,922 -20,681 

~~iS::::::::::=~::::::::=~::::~=::::::::::::::::::::.::=:::=~=::::-::· 4 s. ~7,4.86 41,266 
'29 s. 390,661 . ~73,403 

Iowa •....•.••• ---- .... 4 .. -- •••••• ··--~-~··. ---------- .. ·····-······ ••••• 
13 8. 205,832 167,251 

Jr8JlS:lS. • ·-- • •• • --··. • •• •• •• • • o ••., ••• , ..... • u • • •• o- n~•• • •~ • •-• •-• • • • • • ·10 s. 180,323 176,929 
Massachusetts ............. -- .................. --.- ron··--~-·-·- ......... J.8 c. 222,840 189,197 
Michigan._ ............. -- ...... -· ..... __ ......... -----·-··--· ...••. -- .... 15 c. 218,445 147.262 

..Minnesota •• -··- ••••• ----.--------.-~.··~·.~- ••••••••• "·~ •••• -~ •• ·-·.~ 12 c. 180,482 87,305 

~:: }!~:~~:~::::::=: ::::::~- ·: ::: :::::~.:::-..:::: :::: ::~:::: :::: ~. 4 ' 8. 42,111 36,382 
14 c. 179,930 167,511 

New Mexico .••••• -··-·-········· .... -····· .. ·-·--· ..................... _ ... '3 c. 23,812 1.9 805 
New York .•.....•. _·---·-~- .. -·-····--------···-.-........ ___ .-· •... ·- 45 8. 639,112 m:419 
.North Dakota •• _ ................. _ ......... -------···-··~·---·- .•.••.• 5 s. 48,732 29,'6!0 
Ohio ....•....•••••• ---·---•• ~ •••• ---.·----· .• -••• ·---.---·- ....... 24 B. 526,115 423,'7!12 
'Pennsylvania. ....... -· •••• __ ................................. ·-·-_ •.••...... 38 s. 519,830 266,436 
Rhode Island ... -· ............................. -.·-.-•• --··-.~---~~··-- 5 c. a8,801 35,186 
Utah ...................... _ ......... - ............... -... -................. 4 8. 56,281 53,128 
Vermont .......... ·-· ........ _ •. ··-·-·---·--·.··--· ....................... 4 c. 36,980 13,685 
Washington..-.--· •••••••••• -·······•••u· ·-·~ .. --. -·· ............. -... -.. 7 s. 130,479 91,733 
West Virginia .............. ·--··-·-··-···--.. ··-··,_ ...•............•.••. 8 c. 111,387 102,223 
Wyom.ing ••• --~·. ---·-·-- •••• ·-·· ··--- ·-·-··-~·----·--- --- ·~· - - -~ ··- •. 3 c. 21,363 17,246 

Total ••••• ·-·-----'"·-------· -··-·-----···-·------· 275 ............. 3,933,907 3,107,511 

STATES CAlffiiED BY l>DTOCP..ATS ON NA.'l'IONAL ISSUES. 

'Alabatna.-·n········~~-. ...... -~---~~----~-··~···---··--·--~---, 
Arizona_ . _. --~-~·-· •••• ·----~- ·--~···· -~- ~ ___ ••• ~---- •• ·- ·--· --·-
California ••• ~ -- ...... ----~-~ --··--· •• ··-··-· ·---~--~-···--·. ~ 
Colorado ... _. ---r~----~,....~--~. ·-·---· ....... ~ .. ·-· ·~·--·- ... -.. -------. 
bldiana. ..• -. ·- --·-·. ·-----·-n-··~· ••n~--~- ·-·--- ·---. -- --~----- ---. 
Kentucky .. ~---···~~--·-----·-·-~··--··----··-~······-------- .••. 
!!alne .....••••••. _--. -~ ••••••.• H ....... ~--~~ •••• ·---.---···---. 

- ~~~~::::::::.-::.~:::.'"."-.7:~·.::::::~::: .. :::.-:::::::::::::~:::::::: 
Montana. • •. • • . . . . . . .••••••• -~· ••••• --- ··~- ~ ..................... -••....• 
Nebraska ......... ···--···········-··~····-··-----·- -· ··-··-···-··· •••.. North Carolina ••••••...•• , __ .: ••••••••••••• -······ ...................... . 
Arkansas .................... -·--··-----_,···-········-···-··H····· 

'12 
3 

1.3 
6 

15 
~3 

6 
8 

~8 
4 
il 

12 
9 

8. 
s. 
s. 
s. 
s. 
s. 
c. 
s. 
s. 
c. 
c. 
8. 
s. 

12,320 
9,1S3 

254,159 
98,728 

226,505 
144,758 
60, 318 
94,864 

257 056 
26:161 

110,839 
87,095 
ll,P-2 

'63,389 
25,800 

279,896 
102,0:17 
271,84.5 
176,605 
60,683 

110.204 
sn;s73 
37,012 

112,309 
121,2n 
~3,44\1 

6)853 
1,653 

10,321 
2).3,027 
15,058 

116,755 
30,118 
47,700 
24,737 

1 938 ' 
15;400 
1,695 

61,977 
2,707 

67-,509 
269,175 

1,321 
. .... '9;545· 

83,282 
8,605 
1,308 

980,684 

4, '263 
2,608 

200,232 
27,072 

107,027 
14,:108 
17,958 
3,697 

27,614 
6,694 
3,141 

Tart. 

68,324 
15,998 
82,810 

253,613 
119,805 

74,844 
155,94.8 
.152,244 

64,334. 
32,927 
88 835 
17; 733 

455,428 
23 090 

277:066 
273,305 
27,703 
42,100 
23,305 
70,445 
56,754 
14,560 

2,341,171 

'9,731 
3,021 
-a, 914 
58,386 

151,267 
115,512 

26,54.5 
54,956 

207,821 
18,512 
54,216 
29,139 
24,297 

19.12 

Wilson. 

74,561. 
.22, 631 
33,921 

405,1H8 
1.85,325 
143,670 
173,408 
150,751 
~06,426 

34,724 
178,289 
20,437 

655,475 
29,555 

423,152 
395,6.19 
30,142 
36,'579 
15,350 
86,840 

113,197 
15,310 

3,330,410 

82,439 
10,32i 

283,436 
114,223 
281,890 
219,584 
51,1.13 

112,674 
330,746 
27,941 

109,008 
144,507 
6:8,838 

Roosevelt. 

!!4,129 
8,886 

25,527 
"386,478 
161,819 
~,123 
142,228 
214,58i 
125,856 

17, 79.l 
145,410 

8,347 
390,021 
25,726 

229,327 
447,426 
16,878 
24, 17~ 
22,070 

113,698 
79,112 
9,232 

2,748,845 

22,689 
6,94.9 

283,610 
72,306 

162,007 
102,766 
48,493 
57,7 f) 
1.~,3n 

22,456 
72,6 9 
69,130 
21,673 
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STATES CARR-IED BY DEHOCBATS ON NATIONAL ISSUES-Continued. 

1914 1912 

States. 
Electoral! vote. Vote. R~~li- Democrat. Progressive. Taft. Wilson. Roosevelt. 

Florida .................................................................. _. 
1

: 

~&¥,i~:;;: ;; ;; :; ;:;: ;: ;;;;;; ;; ;;;; :; ;; ;;; ;; ;;;;;;;;~;~;;;;;;;;;~; :g 
Tennessee.~ ........................................... ., ...... ~.......... ~ 

~~~:::::: :::::::::::::: ~=:::: :::::::::::::::::::::::::::::::::: ~: :: fa 
Nevada .............................................. ~············--······ 1~ Oklahoma ...................................... _ ..................... ·~ .. 
Oregon ............................................................... ~· ·-- ~ 
South Dakota .......... , ................................................. . 

'TotaL................................................................ 256 
J.----1 

s. 
8. 
c. 
c. 
B. 
c. 
c. 
c. 
s. 
·s. 
s. 
"8. 
s. 

········-·· ····-· ......... 
................. 
................. _. 
...... 4!;95i' 
-·--·23;654· 

134,221 
. 8,038 
73,153 
88,297 
44,244 

1,809, 766 

22,761 ........ ~ ..... 
.205, 652 . ..... 8;867· 40,545 

36,060 .. ~ ....... ,.. ...... 
32,950 ..... ~······· 

149,193 ·····-······ 173,177 ........ ~io· 58,320 
135,321 ...................... 

8,078 ······a;oo2· 119,214 
111,'748 26,220 
48,1>76 .2,406 

.2,847,138 511,079 

4,279 36,417 4,535 
5,190 93,171 22,010 
3,834 60,966 . 9,323 
1_,511 57,164 3, 62.7 

536 48,355 1,293 
59,444 130,335 53,725 
28,853 221,589 ' 26,75$ 
23,288 90,332 21,'777 

130,878 164,409 58,661 
3,196 7,986 5,620 

90,786 119,156 
····-·a7.~ 34,673 47,064 

.. .............. _ 48,942 1>8, 811 

1,143, 785 2, 962,609 1,370,662 

-Grand total.......................................................... -531 ......... . 5, 743,673 5,954,649 1,491, 763 3,~,956 6,293,019 4,119,507 

Republican majority of electoral vote, 19; Democratic plurality of popular vote, ~0,976. 

Chairmar.;. Rilles attains .his result by transferring Wisconsin's 13 votes 
from the Democrats to the Republicans upon the ground that, although 
a Democratic Senator was elected by a few hundred ,as a ·consequence 
of '' local .condi1:iops," the total Rep.ubUcan :majority for Congressmen 
exceeded 40,000. . · 

President Wjjson reaehed ·his conclusi-on by "taking the States where 
Senators were elected and, where Senators were not elected, taking the 
flection of governors, and, where governors were not el~~ed., taking 
;the returns ,for the State legislatures or for the congressiOnal -dele­
gates." Ignoring the vote for -state . legislators, which seems Tather 
far-fetched, and substituting the vote for governor wlterever one was 
chosen for -the vote for .Senator or Congressman giv~n in tbe above 
tabulation. we find that-

Democrats. 
I 

Re_publieans. 

States. 
Gam. Lose. Gain. Lose. 

his party; and (3) to indicate a definite purpose to appeal to the 
_great body of Independents and Progressives for support in the forth­
coming national campaign. The speech was in etrect .a call to comba~ 
and the -challenge was accepted promptly by Senator WILLIAM E. 
BORAH, the most fol'ceful spokesman of the opposition and, as the 
foremost liberal Republican now living, a most promising candidate 
'for the presidential nomination. This makes for an interesting con~ 
trnst at the very be~inuing of a campaign which bids fair to find a 
·wgh place in our political ·history. 

The President spoke first as a militant partisan : "lf I were not 
ready to fight for everything I believe .Jn," he began, "I would think 
it my duty to go and take a baek seat" He continued: 

"The trouble with tlie Republican Party is that it has not had -a ·new 
idea for 30 -years. I am not speaking as :n politician ;•I am speaking 
as a historian. I haTe looked for new ideas in the records and I ·have 
not found any proceeding from the Republican ranks. They have .had 
1eaders from time to time who suggested new ideas, but they never 
did anything t-o carry them out. I suppose there was no harm in 
•theil· talking, provided they could not do anything. Therefore when 
it was necessary to say that we have talked about things long enough. 
which it was neeessRry t-o do, and the time had come to do them, it 

:J:daho ............................ -. ...... '4 .......... .......... 1~ was indispensable that a Democrat should be elected PreSident. 
MaSS? husetts ........ ·-·---·---·------·- 18 ·-·-----·- --- - ~--· . .. I would not speak with disrespect of the Republican Party. I always 
Michigan................................. 15 .... ...... .......... 15 speak with great respect of the past. The past was necessary to the 
Minnesota ............................ -... 12 ·--·-·--· .......... . 12 Eresent, and was a sure prediction of the future. The Republican Party 
West V rginia............................ 8 .......... .. ........ 8 s stlll a covert and refuge .for those who are afraid, for those who 
Wyoming 3 3 want to consult their grandfathers about everything. You will notice 
C.alliornia."."."."::::.::::.::::~~·:::::::::~::: ....... i3 :::::::::: ......... - that most of the advice taken by the Republlcan Party ls taken from 
Colorado................................. 6 6 gentlemen old enough to be grandfathers; and that when they claim 
Oregon ................................. M 5 5 .......... . that a reaction has taken place, they react to the reelection of the old-
~- o,u1.5then2;m~.o_ta_ .·.· ... _ ._ ..... · .... _ ....... _ · ... ·.·. · .. · .. _ ....... _ .. ·.·. 5 5 . .. .. ... .. est members of their party. They will not trust the youngstet·s. They 
... ......., 13 13 .. .. .. .. .. are ·afraid the youngsters might have something up their sleeve." 

---------------- .Senator BORAH resented this as "a ·virulent attack upon -one of the 
Total .......... _..................... 60 42 29 60 great political part1es of the Nation," not only challenging H the wisdom 

of the leaders," but also assailing " the intelligence and the patriotism 
of its rank and file." Denying that the Republican Party had "not had 
a new idea in 30 years," he instanced the passage of the fnterstate 
commerce act in 1887, of the -sherman Antitrust Act in 1893, of the 
antirebate act, and proceeded : 

Net Democratic gain, 18 ; net Repuhlican loss, 31. 
.<California). 13. 

.ELECTORAL VOTE U.l'ON T.HIS BASIS. 

Progressive gn.In 

Democrats, 274 · Republicans, 244; Progressives, 13-5-31. Demo· 
cratic plurality, 30; Democratic majority, 17. 

Assuming, as we fear we must, that the -vote on national issues 
affords -the better criterion, the question immediately arises, Can the 
Republicans reasonably expect t..:> hold the 22 States, carrying 275 
electoral votes, which they won in November? That the shrewdest of­
them honestly think so there can be no doubt. Indeed, they feel equally 
certain that they can abstract from the Democratic column Colorado 
·(6), Maine (6), Oregon (5)A South Dakota (5), and Wisconsin (13), 
making a grand total of 31v and -affording a clear majority of nearly 
(100 electoral votes. Clearly_, however, this calculation would be upset 
1f President Wilson should .succeed in winning over the remaining Pro­
gressives -who still hold the balance of power in lllinois, California 
Penn,sylvania, Idaho, and Washington. For ourselves, we have reached 
only the negative conclusion that rwhichever party loses New York is 
likely to lose the election. But so far as the actual results of Novem­
ber, 1914, are con.cerned, it was a drawn battle leaving ·the Democrats 
slightly ahead .in the popular vote -and cslightly behind in prospects 
l'elating to the choice of electors. 

We come now to consideration of the political effect of the Presi­
dent's speech in Indianapolis from which the Republicans profess to 
have derived no little satisfaction. The commCin assumption that this 
deliverance signalized Mr. Wilson's purpose to become a candidate for 
:reelection may be jgnor·ed. Whatever warrant the audience may have 
had for drawing such an infet·ence from his remark to the effect that 
" there may eome a time when the American people will ha-ve a chance 
to say ·whether 1 know what I am talking about or not," was dissi­
pated instantly by his quick disavowal of intent to "start anything." 
Subsequently, .moreover, he made it quite clear that he had in mind no 
·more than a prospective verdict upon the achievements of :the Demo· 
cratic Party under hhl leadership. 

That Mr. Wilson will make his attitude with respect to a. renomina­
tion known at no distant day may be assumed with surety. So much 
he owes to ·his party no less than to other possible -candidates wbo 
<now -courteously await an expression of his desire, but none knows 
better than MJ.·. Wilson himself that such a declaration necessarily 
lnvolves interpvetation of the second-term provision in the Democratic 
platform and, to be truly effective, must be explicit, not casual -or 
inferential, ,and buttressed .by .sound and sufficient reasoning. 

:~'hat be should seek to ·win popular favor .in b1s .first _political 
,utterance addr-essed directly to the -people was but natural and no 
more than his duty, but his real purposes clearly were: (1) To justify 
the administration; (2) to confound his enemies within and without 

"We created a Bureau of Commerce and Labort afterwards passing 
'What is known as the pure-food law, of incaleulaole value to all the 
people, the postal-savings law, the ~arcel-post Jaw, the physical valua· 
tion of rallroads law, the employers liability law, the law limiting the 
hours of service of railroad men, compensation tor injuries to Govern­
ment ·eplployees, the child-labor law for the District of Columbia, the 
Children's Bureau was established, publicity of campaign funds pro­
vided for, eight hours a day for Government employees and under Gov­
ernment contracts provided for, a law r~uiring the railroads to report 
accidents provided for, the boiler-inspection law, the Bureau of Mines 
established. the amendment of the Constitution providing for an ineo-me 
tax, the election of Senators by popular rvote-and so on ad infinitum, 
dealing with each particular subject as it arose. Dealing with them 
sanely, safely, progressively, permanently. 

"Then finally we passed that bill which has been so often 'Criticized 
·by the opposition, known as the Vreeland-Aldrich Act, dealing with the 
finances of the country. I call your attention to the 'fact, my friends, 
that when the crisis came a few months ago, and the European situa­
tion brought to us a condition unexpected, it was under the Vreela.nd· 
Aldrich Act that you proceeded to protect the credlt and the business 
interests of this country. We had months before passed the .Federal 
reserve bank act, but it was not called ,into activity; it wa:s not put 
into operation. It was not tested in that crisis, but when the crisis 
came It was permitted to remain idle while the Vreeland-Aldrieh Act: 
was the act under which we proceeded to pass the shoals and pitfalls of 
those first days of the European crisis. While we did so the Federal 
reserve bank act lay-huge, cumbersome, bulky, expensive--cast upon 
the shore of the legislative sea like some antediluvian mastodon, no.t 
quite live enough for the menagerie and not qu1te dead enough for the 
operating table of the taxidermist; designed apparently for the Federal 
.Treasury, but apparently on its way to the Smithsonian Institution." 

When ·u is recalled further that, whlle the new banking law was 
finally enacted by the Democrats, its genesis was Republican and the 
,., idea" from which it was develop~d was hatched in the brain of Grand­
father Nelson W. Aldrich, the difficulty of finding warrant for the 
President's assertion that he spoke " not as a politician. but .as an his­
torian " becomes quite painfully apparent. Why Mr. BOllA.H refrained 
from contrasting the relative ad.Yantages to the country of lawmaking 
by JcrJUldf:atbers and youngsters can only be imagined; possJbly because 
he felt abashed at being only 49 years old, while the President, at .58, 
was welcoming his first grandson. But let us pass on. 

After haYing admitted with commendable frankness that each of the 
big parties is a minority and dependent for success upon the favor of 
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the unattached, the President evinced a most cordial and sympathetic ­
reuard for independent voters, saying : 

"/,I am not an independent voter, but I hope I can claim to be an 
independent person and I want to say this distinctly. I do not love 
any party any longet· than it continues to serve the immediate and 
pressing needs of America. I have been bred in the Democratic Party; 
I love the Democratic Party, but I love America a great deal more than 
I love the Democratic Party. And when the Democratic Party thinks 
that it is an end In itself then I rise up and dissent. It is a means 
to an end, and its power depends, and ought to depend, upon its show­
ing that it knows what America needs, and is ready to give it what it 
needs. That is the reason I say to the independent voter, you have got 
us in the palm of your hand. I do not happen to be one of your num­
ber, but I recognize your supremacy, because I read the election returns, 
and I have this ambition, my Democratic friends-! can avow it on 
Jackson Day: I want to make every independent voter in this country a 
Democratic voter. It is a little cold and lonely out where he is, because, 
though he holds the balance of power, he is not the majority, and I 
want him to come in where it is warm. I want him to come where there 
are great emotions." 

To this Senator BoRAH made no response. Possibly he cons~dered 
accurate definitions injudicious at a time when Republican candidates 
are wondering just how " independent " it is desirable to be, or even 
to have been. Or it may be that he doubted his ability to compete with 
Mr. Wilson in conjuring up overpowering emotions for use upon occa­
sion. In any case, he awaited elucidation, which forthcame-lf we may 
use the President's own term as applied to Grandfather Andrew Jack· 
son:._forthrightly. It appears that the one thing Mr. Wilson ~.as "a 
great almost a reckless, enthusiasm about" is "human Uberty, espe­
-cially at this particular time in Mexico. His heart still beats loudl?, 
for the 80 per cent of submerged peons who have never had a "look-in, ' 
and he hopes -that " God may speed them in getting it." 

"That,' he continued " is what- I mean by a great e~otion, the 
great emotion of sympathy. Do you suppose that the American people 
are ever going to count a small amount of material benefit and ad· 
vantage to people doing business in Mexico against the liberties and 
the permanent happiness of the Mexican people? Have not European 
nations taken as long as they wanted and spilt as much blood as t~ey 
pleased in settling their affairs, and shall we deny that to MeXIco 
because she is weak? No; I say. I am proud to belong to a strong 
nation that says, 'This country, which we could crush, shall have 
just as much freedom In her own affairs as we have. If I am strong 
l am ashamed to bully the weak. In proportion to my strength is 
my pride in withholding that strength from the oppression of another 
people.' And I know when I speak these things, not merely from the 
gracious response with which they have just met from you, but from 
my long-time knowledge of the American people, that that is the senti· 
ment of the American people." 

While frankly confessing our Inability to comprehend this. extraor­
dinary blending of emotion and cynicism, it is perhaps explicable as 
an attempt at excuse for failure of a policy when compared with this, 
which follows : · 

" With all due respect to editors of great newspapers, I have to say 
to them I never take my opinion of the American people from their 
editorials. So that when some great dailies not very far from where 
I am temporarily residing thundered with rising scorn at 'watchful 
waiting,' Woodrow sat back in ·his chair and chuckled, knowing that 
'he .laughs best who laughs last'; knowing, in short, what were the 
temper and principles of the American people." 

The time may_ come when we shall venture to surmise the aspiration 
which induced this curious self-delineation, but for the moment a sense 
of bewilderment is overwhelming. We quote again from Senator 
BORAH: . 

"The President now says that we are to let Mexico alone. How 
unfortunate that that was not the policy from the beginning. I think 
if he had said In the beginning that we were to let Mexico alone he 
would have been in an almost impregnable position. · All that needed 
to have been added to that to make a perfect policy would have been 
that Mexieo should respect the rights of American citizens and of for­
eigners living in that country. Let them settle their own form of gov­
ernment let them elect whom they would, let them have a despotism 
or a republic, according as they lived up to the one or ·the other, and 
that we would recognize whatever form of government they established, 
always adding the proposition thathwhether it was one form of govern­
ment or another, the rights and t e lives of American citizens should 
be protected thereunder. -
- "But we did go to Mexico, Mr. President. What did we go for? 
What were we at Vera Cru.z about? What were the results of the 
expedition? The first result was that we killed 200 Mexicans; the 
second result was that we lost 1!> of our own men. We were at war 
with Mexico. Had we killed one English subject or one German sub­
'ject or one subject of France, there would have been no doubt about 
our being at war with that country. The only reason it did not take 
on all ' the pomp and circumstance of glorious war' was the fact that 
the country with which we were at war was unable to respond against 
the powerful enemy who had entered its borders. Not only did we 
Intervene when we declared against Huerta, but we were at war when 
blood was shed upon the soil of Vera Cruz. That was the first result. 

"The second result of our going there was the destruction of the 
only semblance of government which they had in Mexico. 

"The third thinu which we did in connection with it is one which 
may have far-reaching consequences in the future, and that is, we 
notified foreign nations that they must keep hands off of Mexico; that 
they must not build up or give sustenance and support to Huerta or 
to any form of government. The result of it was that we- assumed the 
responsibility morally, if not legally, for the injuries which flowed from 
that time on to those foreign powers or to their nationals by reason of 
the acts or of the conduct of the warring factions of Mexico. 

"Then we assumed further, Mr. President, at that time to reform 
the land laws of Mexico. So we did not let Mexico alone. 

"What is the situation in Mexico to-day? Mr. President, the situa­
tion in Mexico to-day is indescribable. We have no conception of it. 
I doubt if 1t would be possible to conceive a proper men~rtrement of 
the condition· of afl'alrs m Mexico unless we were there, but we know 
that it is as bnd as it could possibly be in a civilized or semicivilized 
community. We know that over 250 of our own citizens have from 
time to time been murdered; we know that countless .others have been 
injured in different ways and have no apparent remedy. 01· red1·ess. 

"Now, sir, when a condition of affairs exists in Mexic_o sucll as the 
civilized world has seldom witnessed and Republicans rtse to express 
-their views as to what shall be done, the answer which we get from the 
public rostrum of the country by the Cltief Magistrate of the Nation 

Is practically, in the language of Bar~re, thnt the revolution in Mexico 
' shall be permitted to float in upon seas of blood and that the man who 
questions the course of revolution in Mexico is to be suspected before 
the American people ! ' 

"Mr. -President, speaking for myself, I am desh·ous of peace with 
Mexico; I want no war; and I know we shall never take any part of 
the territory of that Republic; but above and beyond that, and more 
important t~ my mind1 is the fact that we should at least protect our 
own citizenship, securmg our women against ravishment and our men 
from murder at the hands of those ferocious men who prey upon our 
nationals wherever they find them in their territory. There are som6 
things which are dearet· to me than peace. I do know this, Mr. Presi­
dent, that no nation ever retains respect among the other nations of 
the earth or long maintains the consideration of other powers that does 
not protect its citizens and the honor of Its women and prevent them 
from being ravished and murdered even upon its very doorsteps." 

We make no comment now upon this utterance; we merely place it 
beside the President's declaration for comparison and judgment as to 
both relative merit and possible political consequences. ' 

Senator BoRAH expressed regret that the President should have made 
a partisan ·speech "at a time when this country had sore need of united 
wisdom and patriotism to deal with those matters which have been 
rendered delicate by reason of foreign conditions," resented his seeming 
insistence that Senators should accept his judgment without question 
or regard for their own convictions, deplored Dem'ocratlc extravagance, 
quoted freely from Mr. Wilson's book on Constitutional Government, 
etc., greatly to the satisfaction of his Republican colleagues. With these 
outgivings, however telUng, we need not concern ourselves. The real 
quality of Senator BORAH's argument is indicated sufficiently by the 
~Gt~~rpts presented above. Let us glance now along the whole fighting 

The points of presumed weakness in the Democratic line-up selected 
~a~hb~o:i~i:!~Az~e a~efg~~~~~ team as likely to prove most vulnerable 

Depression of business : Despite the hopefulness manifested by finan­
ciers with respect to the future, the Republican leaders insist that 
prosperity is yet afar off; that the existing stagnation-18,280 com­
mercial failures compiled by Bradstreet's for 1914-mark a new high 
record in sharp contrast with the reiterated assertions of the Secretary 
of Commerce and Labor; that the existing stagnation is as far from 
being "a state of mind" as the depression of six months ago is proven 
by this result to have been "psychological"; and that in only a few 
lines of manuf~cturing can improvement be anticipated as a conse­
quence of the war. That there is no limit to the foreign demand for 
war material is admitted, but it is urged, the present capacity of fac­
tories is already overtaxed and can not be increased except through the 
construction of huge new plants, possibly in contravention of the ad­
ministration's conception of neutrality, and in any case impossible of 
material accomplishment before November, 1916. 

Prospective bankruptcy of the Treasury: This is fully anticipated 
as a consequence of declining revenues and increased appropriations, as 
indicated by the Treasury report of .January 8, 1915, as follows : • 
Income of fiscal year to date ______________________ $319, 609, 606. 02 
Income last year to same date-------------------- 354, 867, 122. 21 

Decrease in income________________________ 35, 257, 516. 10 

Outgo of fiscal year to date _____________________ _ 
Outgo last year to same date----------------------

Increase of outgo ------------------------­

Outgo over income this year----------------------Outgo over income last year _____________________ _ 

401, 798, 001. 15 
390, 892, 111. 52 

10,905,889.63 

82,188,395.13 
36,024,989.31 

Decrease in surplus ----------------------- -46, 163, 405. 82 
The Treasury estimate, submitted at the opening of Congress, of 

$1,090,775,154, or $18,000,000 less than the preceding year, is pro­
nounced fictitious evidence of economy for political eft'ect, since the 
"supplemental" estimates already aggregate $44,000,000, exclusive of 
$30,000,000 proposed for an omnibus public bill, $14,000,000 already 
made available in the urgent deficiency bill, and a possible appropriation 
of $30,000,000 for the purchase of ships. To the suggestion that partial 
reUef may be obtained through the sale of Panama bonds, the reply is 
made that the bonds pay only 3 per cent, and, since they do not have · 
the circulating privilege and can not under the law be sold for less than 

_par could not possibly find a market at this time. 
Government ownership of ships : This proposal, although fathered by 

the Secretary ·or the Tt·easury and warmly espoused by the President, 
has found little public favor. It. will be attacked as undemocratic; as 
a - plain subsidy; as a deterrent of private investment in competition 
with the Government, which avows its intention to transact business 
at a loss; as advantageous only to shipbuilders and possibly to owners 
of interned German ships ; and as perilous to the mamtenance of peace 
with foreign nations. To the President's declaration that the scheme 
is necessary as a temporary measure to enable producers to reach mar­
kets the answer is made that inadequate transportation is due, not to 
dearth of ships but to lack of pier facilities1 longshoremen, and other 
helpers in foreign ports, as indicated by tne fact that 56 ships at 
London and 54 at Genoa were at the latest report awaiting turn to be 
unloaded. The President's accusation of excessive rates being charged 
is met with the assertion that the great delay caused by these condi­
tions necessitates extra remuneration, and by reference to the fact that 
the present price of wheat is the highest eve1· known. The bill will 
probably succumb in this session to the determination of Republican 
Senators and the indisposition of Democrats headed by Mr. VARDAl\IAN. 
It is thought that the administration must then suft'er from facing the 
alternative of acknowledging defeat or calling an extra session. 

Mexico : If the warring factions and bloodthirsty bandits who now 
are despoiling their country _ shall soon heed the admonition of the 
President to unite in noble endeavor to establish a just Government 
with the consent and unde1· tbe direction of the great majority of com­
mon people, the triumph of the administration's policy will be so over­
whelming as to confound its critics. If not, the issue inevitably will 
be whether the United States owes it to her citizens to protect their 
lives :tnd properties abroad as well as at home, or has no obligation be­
yond the shouting of caveat emptor to all who so far forget themselves 
as to cross the border line. In any case, it is quite evident, from the 
impassioned utterances of Senators LODGE and ROOT and BORAH, that 
the Republican team has yet to be convinced that the President's 
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chuek~at the prospe-ct of laughing last is- fully warr!lnted. by his in­
tuitive knowledge of " the- teml)e.C and princiulcs of the American 
people." . 

Nationai defense: It is perhaps but natural that the- Repnbhcans 
should feel that as a. unit. for preparedness they possess an advanta.ge 
over political antagonists whose views are diversifi-ed. 

The Colombia treaty : Whether or not an. apology should be made 
to Col~i:nbia accompanied by a· payment of $25,000,000 for the· loss ·ot 
Prrnama, iS 'beside the politleal mar~ ~t sufficeS' for the Republlc~s 
to· know that the mere proposal has allenated Mr. Roosev~t .an<l ~:s 
considerable personal following so completely that the adm1mstrahon 
can not hope for support or cooperation from that source upon any 
con-ceivable grounds. . . 

The Diplomatic Sel'Viee: The mortification! of Repu.bhca~s at the. ~­
expected. efficiency demonstrated by our representatives m ~urope lS 
mitigated by the comm.1)n judgment that the mosi; u.sefnl serv1ces 'Yere 
llcndered a-nd the most notable success was achieve~ by the Republican 
ambassador who was retained in France long after- hts succes.sor was ap­
pointed. It is also rega.rd~d. as C~?rtain that sue~ of the independent 
voters as are devoted to civil-ser:Vlce reform wt?.l not be attra<:te.d' by 
tile- appointments to So~th· Amen~8.J and ma"Y v1ew the· proceedings. in 
San Domingo with avers10n· as a VIolation of trust. 

Sccrt.onaUsm : Republican leaders are . well aware of the danger of 
playing with fire, but: they will ha.ve dlffi.culty in qu~nehing the flame 
whieh leaped forth. in New England when a leading Journal asked bit­
t erly if 20 dead men would have been branded as "conspirators" in 
Texas as they were urand-ed in Massachusetts and' Connecticut, while 
tfiree 'sons of the Lcme Star. State were sitting in the Cabinet an~ 
another was acting as the intlDla.te advtser of the President. 

Woman sutri·age: Final relegation of this subject to. the States, it 
is believed. will deprive the Democrats of an issue which Mr. Bryan 
surely would have espoused as an appeal for the 91 electoral votes 
easily contPolle.CL by women if they should act a'S' a- unit. 

'.rhe colored vote: No doubt is felt that. segregation at. Washington 
wUl hold eveJ:~ negro in. the &e'publi'can r~s~ fact, if It be. a fact, 
of no 11ttle importance m States like Ohio, lndu:ma, New York, New 
J er sey, and lUussa;chusetts~ . 

Such, in bcief, are some ot t:Jte base~ . of Republican. con.fidence. 
There are others of a more definitely pohtical nature, embracmg the 
uni've1•sa:l disgu-st with Mr. D;aniels, the qtl.ite common .doubt of ~r. 
Bry an's efficiency as an executive, the· propriety of Mr. McAdoo. remam­
in"' in the Treasury as a son-in-law, the alienation oL three at least ot 
the a-blest Democratic Senators., the dlsa:fl'ectlon of the so-called Clark 
Dem~erats who have not been accorded! recognition, the ~eeming dis~atis'­
faction of the chairman and other members of the natiOnal comilllttee; 
and so on · but these are family affairs. forbidden to. intermeddlers. 

Most satlsfying of all to the Republicans is the refi_ection that they 
have a team while the Democrats have only a; captam-a great cap­
tain,. to. be sure, bold from his ~ense of power, firm in his r:esolute 
aloofness, su.re of the justice of his cause-yet but one agamst. &o 

mas! t~d :~e~rd~~f in a speech' which m'nst be pronouneed· ill timed 
a.nd ill judgeu, resembling nothing more closely than the traditionally 
putattve effort of a tenor to sing bass, turns to. the. people. In. them 
h e ha s implicit confidence. 

But that is not the question. Quit'e- ' the· contrary, w.e should! say·. 

l\Ir. (!}!LLETT. Mr~ Chairman, I yield such time to the 
gentleman from Nebraska [1\f.r. KINKAID]. as he may desire. 

[)Ur. KINKAID a:ddressed the committee: S'ee Appendix.l 
Mr. GILLETT. 1\fr. Chairman, I yield 15 minutes to the 

gentleman from Wisconsin [Mr. FREAR]. 
:Mr. FRE~<\.R. Mr. Chalrm~n, the pending sund'ry civil- bill 

cal.'ries about $4,000,000 for rivers in addition to· a $38,000,000 
riYer and harbor bill now reported' to the Senate; or in all 
$42~000,000 for dredgers,. contractors, I~d ~eclamationists, and 
other beneficiaries for next year. Th1s ·b1ll has the r1ght of 
way in the Senate. By a peculiar situation other appropriation 
bi1ls have not been reported. 

Yesterday ... the Rouse refused to give to the Navy a hospital 
shlp in. piace of a: wort~ess tub that has· been used for many 
.yea rs. 

The country is paying an fucome tax and a war tax: and is 
facing a depleted Treasury in times of peace. It :is not my 
purpose to discuss a mistake made by enacting tll.e Und-erwood 
taTiff bill, because that is now past history. · The country has 
discovered that while striking down the domestic sugar business 
built np by arr investment of hundreds of millions of dollars e.f· 
private capital, we left the· conh·ol of that business in. the hands 
of refiners and irresponsible agencies without reducillg, one 

. farthing the eost of sugar. While dis couraging woo.l raisers 
of the country in striking down wool tariffs, we benefited. no 
one excepting the foreign producer. While removing all nro­
tection to agricUlture we did. not aid domestic .PJ:.od·ucers or 
consumers; because board of trade jugglers, whose customers 
own or .control marketable wheat and other grains. do not 
include many farmers among the number. T'he Americ-an peeple 
know these thrngs and they also know that many neededmillfons 
formerly used to run the Government were sacrificed by tariff 
tinkering until to-day we are confronted by new and differing 
forms of taxation and an empty T,reasury with which to .meet 
necessary· burdens. 

Before the pa:ssage of either the income tax. or the war tax 
the Democratic platform, in 1004, said : 

Large lieductions can easily be made in the annual expen1Iitures of 
the G.overnment without lm'Pairing the ~tliclency of any branch· o.f the 
JHibfic service, and' we shall insist up&n the strictest economy and 
b'Ugality. 

• 

During the yenrs 1904 and'. 1905- Government appropriations 
included the following items : 

Army. Navy. Ri'Ver and All a'Ppro-
harbor. priations. 

1004 .•..•.....•••••••••••••••••••. $77, 888, 752 $81,876,791 $20,233,150 $736;.578,4.02 
1905. -······················ : ···;.· ~ 77,070,300 97,505,14.0 10,872,2()()- 732,197,855 

In 1912 the Baltimore Democratic platform said: 
We denounce the profilgate waste of money wrun~ from the people 

by oppressive taxation through the lavish appropriations of. the recent 
Re-publican Congress, whi-ch ha.ve kept taxes high and reduced the 
purchasing power of the people: 

Our Demoe:ratic friends are now fn power. Facts speak 
louder than idle arguments, and we tum to comparisons with 
the following results: • 

Army. Navy. River and Allappropri· 
harbor. ations. 

::J} l-. • 

1914 ••••. ~·-·······-···· ~·· $9!,266,14.5 $14.0,800,643 $51,118,889 $1,.098, 67 ,788 
1915 ........... ~······· - 10~,019,212 !44,868, 716 26,998,500 1,116, 118,138 

Additional contract authorizations were made in 1914 of $68,-
505,074, and in 1915 of $4Q,333.,000~ Apl)ropriations for 1n16 
fiscal yea-r· are not yet passed. • 

Instead of decreasing the appropriations or lessening" oppres­
sive taxation " the party in power has jumped every appropria­
tion in 10 years approximately 50. per cent,; and rivers and har­
bors over 100 per cent, wltife u.oppressive taxation" now in­
cludes every tax formerly levied with an income tax and op­
pressive war tax added to our burdens. Nor has the high cost 
of living been reduced in a single instance. The wastefuJ.uess 
and extravagance of this Democratic Congress lias b~ome 
generally- known, but the opinion of. M:r. FITZGERALD, the abte 
chairman of the Appropriations Committee, a D3mocratic leaner 
and a man best qualified to speak, is as.· follows : 

Whenever I think of the horrible mess I shall be called upon to 
present t<Y the country on behalf of the Democratic Party I am tempted 
to quit my place. * • • Our Democratic colleagues have not given 
support to· us thus. far during this session of Congr.ess. They have voted 
against recommendations they sho.uld not have voted. a.galnst ;. they: · 
have unnecessarily piled up public expenditures until' the Democratic . 
Party is becoming a laughingstock of the country, 

Here' we: ha:ve a Democ1:n:tiC.. platform uttera.nee pledging 
economy, next a record showing unp..ualleied wa-ste· and ex­
travagance in an administration, and finally the ·condemnation 
of his own party by its Democratic chairman of t'he Appropria­
tions Cammittee. 
- What will be the record for 1915? Will we em:ta:il or redu-ce 
our expenditures? If so, whe:re and how? 

Within the past half' dozen years we have be:en piling up 
enormous future obligations for worthless and wasteful wate-r­
ways. .After an expenditure of about $EOO,OOO,OOO for water­
ways, nearly half of which Ims come in tlle past. dozen; yeurs~ 
we Iearrr that future· of>Ii.gatwns· have grown as follows: 
Proje-cts under· way due-------------------~------ $250, ooo, 000 
New projects, amo.unt required;__________________ 1o-1, oeo, 000 
1!}7 ·surve-ys 1915 blll, anproximately____________ 18., 000', ooo 

Total -----------------~-------------- 429, 000, 000 
We have been saddled with extva-vagant expenditUTes- a:nd 

more· taxes and, in addition-, with a futllre debt for wa:terways 
alone whtch may reaeh. a.p];l:l!ox.imateiy $429.000,00€>, if the 1~15. 
bill iii the Senate b.eeomes law. Only a portion of this; indebt ed­
ness has been ereated by the present. administration,. but it. is 
rapidly inc~easing, and no effort has beenr made to retrench_ OII 
the contrary, the· 1915 bill pe.udin.g in th~ Senate- ca.DTies over 
$38,000,00()., and 191 n€W ·surveys, involving an estima:.ted pr~ 
ent. and future expenditure of $116,000,000. It is no excuse t o 
say ·ne'\v sUl'V'eys, are not to be undertaken as present projeetS!. 
Why appropriate: $400,000: to: make 197 n.ew surveys?. ,. by 

, should we. inVite· greed and waste on the one· Ir:.md" while on th:e 
otller is. a declaration- adopted by the Baltimore p!artform tb~1l 
economy shall rule and oppressive taxa:ti:on cerrse? Wbe1'eiu 
has an attelllJ)t been made to. keep that prom.i;se? 

I shall only briefly refer to, the· waterway· waste, better known 
as. the a.nnna:l "por-k barrel," which is: typteal af other expendf­
t-ares ckn.ounee<t by· Mr. FITZGEB:ALD. In addition. to an. inc-rea se 
of over' 100 per' een.t in: 10 years,. as shown, the 1914 vo.rk-ba:rrel 
bill tMc.lledl over $60,000,000 m cash, comrting in sunary dvt! 
bill items,. or _nearly· 100 per eent more than all the appropr'ia­
Uons· fo.r rivers: and ha.rbern for the two years of 1.904 and 1905 
put together, which a DemOCl'Utic platform denouneed~ \Yhen 
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the last ri1er and harbor bill was before the Senate, it was 
fought by Republican Senators, who denounced it because of its 
.unpa.:mlleled fraud and waste. Search the records and you will 
not find the voice of a single ..Democratic leader at the other 
end of the Capitol raised in protest. The bill was defeated by 
11 handful of Republican Senato:rs, while the $20,000,000 sub­
~titute adopted by the Senate and the House was drawn by a 
Republican Senator. 

There should be no politics in Government economy, but the 
record can not be disputed. 

Mr. BARTLETT. May I interrupt the gentleman? 
· Mr. FREAR. For just a moment. 

Mr. BARTLETT. What did the gentleman say was the ap-
propriation for 1902-3? • 

Mr. FREAR. For 1904-5 they aggregated $31,000,000. 
Mr. BARTLETT. For the two years? 
Mr. FREAR. For ri'vers and harbors. 
Mr. BARTLETT. For the two years or for each year? 

. Mr. FREAR. For the two years combined. This year 
$42,000,000. 
_ Mr. FITZGERALD. Does that include contract authoriza-
tions? · 
, Mr. FREAR. That includes the sundry civil rtems. 

Mr. FITZGERALD. But does it include contract items? 
Mr. FREAR. I suppose it does. In 1904 the river and har­

bor bill was $20,333,150. 
' l\11;. · FITZGERALD. That was the actual appropriation. 
iW'hat were the contract authorizations? 

Mr. FREAR. I do not know_; but it includes the sundry civil 
bill items and all. 

Mr. FITZGERALD. No; the sundry civil bill carries the 
appropriations-. -

Mr. FREAR. Then it includes all, because I took the sundry 
civil bill items. · 

1\I,r. FITZGERALD. What I . asked the gentleman is, How 
much were the authorizations in the ri-v-er and harbor bill in 
addition to the actual appropriations? 

1\lr. FREAR. In both cases I have taken the same stand­
ard; that is, all that was contained in the river and harbor bill 
and in the sundry civil bill. I can not say as to the specific 
items. · 

Mr. FITZGERALD. Last year there were practically no 
contract authorizations, but all cash appropriations, in the river 
and harbor bill. 

Mr. FREAR. Ther:_e were in the original sundry civil bill, 
and there are in this sundry civil bill here . 

Mr. MANN. Besides, if the gentleman will permit, contract 
authorizations are paid for over a series of years. That is 
quite different from the actual appropriation to be paid for 
during the year. 

Mr. FREAR. That is true. 
Mr. FITZGERALD. But if, for instance, there are fifty mil­

lions obligations, it must be met in the future. It does not 
attract as much attention, but there is more financial difficulty 
than where you make specific appropriations. 

Mr. FREAR. In an attempt to economize we are refused a 
hospital ship for the Navy. What business man discharges his 
doctor or throws away money when times are close? What 
man refuses to buy medicine while extending gratuities to 
relatives and friends in times of business depression? What 
~orporation other th~ our Government throws economy to the 
winds when burdensome taxes are levied to meet extravagances? 

According to Engineers' reports, the total maintenance items 
in the ·1915 rivers and harbors bill are $4,760,540. That sum 
should carry over until next year. When the House bill aggre­
gating $34,000,000 was before us I briefly analyzed many of the 
.worthless and many of the extravagant projects it contained. 
In the RECORD of Friday, January 29, were offered otllcial 
refutation of claims of commercial needs, with a disclosnre of 
the small actual commerce served by many expenditures. 
That bill, now reported to the Senate, reaches $38,000,000, in 
addition to $4,000,000 contained in the sundry civil bill before 
us, although $4,760,540 will meet pressing neces_sities of main­
tenance. Why is an appropriation made eight times larger 
than maintenance estimates? Why are we asked to survey 197 
new projects contained in the bill when the Treasury is de­
pleted and taxes were never more burdensome? Why are we 
placing approximately $78,000,000 more in obligations for 40 per 
cent of approved surveys; in addition to $350,000,000 in present 
obligations? Why does the 1915 economy rivers and harbors 
bill carry over $100,000,000 in present and probable future 
obligations? Why does a party that denounces oppressive tax­
ation before election refuse to raise its voice against a hypo­
critical, wasteful "pork barrel" again thrust upon the people? 

Why does it refuse a hospital ship in order to waste :raillions 
including $6,000,000 for a Mississippi land-reclamation scheme? 

,If we would find answer, ponqer . well these facts: Florida, 
With a comparatively small actual commerce, gets 30 projects 
out of 250 contained in the $38,000,000 bill. Do we not know 
that one of t.he custodians of the merchant marine bill and in­
fluential officials on committees at both ends of the Capitol are 
in a _position to strongly represent Florida's interests in this 
bill? 

North Carolina, with an insignificant actual commerce, gets 
20 out of 250 contained in the $38,000,000 bill. Is it not true 
that close administration leaders, who steered the tariff bill to 
safety, have great influence on the committees and upon Con­
gress when North Carolina's claims are urged? 

Texas, with a comparatively small actual shipping traffic 
outside of Galveston, gets 20 extravagant projects out of 250 
contained in the bill. It includes the trafficless Trinity, the 
trafficless Brazos, and a dozen other inexcusable items; and 
Texas has 18 distinguished Democratic Congressmen-all lead­
ers. Why do Louisiana and Mississippi get 25 projects for 
those two States, and why does the lower Mississippi get 
$6,000,000 from the Government Treasury for a private land­
reclamation project? 

Who are two of the most influential and industrious and 
liberal waterway members to be found on the respective com­
mittees of either House or~ in the country? Why are the traffic­
less Missouri and the .Mississippi and the $64,000,000 Ohio River 
extravagance to be given over $15,000,000 in the present bill? 

Why has the bill been presented to the Senate by jumbling 
t~gether projects in _different States under one item, excepting to 
hide the actual proJects and amounts given for maintenance to 
each? Why this sudden change in policy? Why not lump the 
whole bill, and thereby better deceive and confuse as to all of 
the projects? Why are the remaining projects in the bill scat­
tered all over 35 remaining States of the country except to touch 
districts here and there and quiet opponents of the bill? 
. Why are 197 surveys to aggregate approximately $78,000,000 
rn approved projects scattered throughout the country, excepting 
to help bring votes to insure the bill's passage in both Houses? 
Why do we continue a waterway pork barrel in these days of 
war taxes and hard times? · 

The $38,000,000 river and harbor bill, with 197 new surveys, 
approximating $78,000,000 in additional future obligations, or 
about $116,000,000 in all, is one of the mos·t extravagant water­
way bills ever attempted to be saddled onto a tax-ridden people. 
It is a Democratic appropriation bill that discredits all partisan 
platform pledges of economy and merits the deserved denuncia­
tion given by Representative FrTzGERAlfD. No extravagant pork 
bill was ever before passed in days of business depression; but 
we are now asked to break down all professions of economy and 
continue to improve wasteful or worthless projects. 

The last river and harbor bill was for $53,000,000. It was 
killed by Republicans. It saved $33,000,000 in war taxes. The 
$38,000,000 bill of this year ean be cut to $5,000,000 for mainte­
nance, and thereby save another $33,000,000. Will any Demo­
cratic leader of the administration aid in realizing economy 
professions by helping to defeat the bill if it comes baCk to the 
House? Why is the $38,000,000 pork barrel of 1915 larger than 
the combined bills for 1904 and 1905, when Democratic conven­
tions were resolving to economize and Democratic Senators were 
denouncing such bills? 

What excuse is offered for a 100 per cent increase in 10 
years? 

What excuse is offered for the 197 new surveys in the 1915 
bill? What excuse is offered for the present $350,000,000 water­
way obligation? 

What misrepresentation can pull a hypocritical veil over the 
1915 bill so as to deceive the American people as to its contents 
or wastefulness? 

Mr. MANN. It does not cost as much a year to extend it over 
a series of years within the discretion of the Co:rnmi ttee on 
Appropriations. 

Mr. FREAR. The House is aware of the fact that the river 
and harbor bills are prolonged by the dribbling appropriations 
which are made. 

If the country will pillory the bill and those who defend it, 
we will soon have a better system, a more economical adminis­
tration, and an abolition of ·war taxes. 

An ounce of prevention is worth a pound of cur·e, and an 
ounce of performance is worth many . pounds of convention 
pledges. 

The American sailors yesterday asked for a hospital ship to 
care for the country's invalid defenders. Under the leadership 
of the distinguished gentleman from Alabama [1\Ir. UNDERWOOD] 
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tb~ir req~est was rejected on the grounds of.economy. D? we I Mr. FITZGERA.LD. Mr. Chairman, I yield to the gentleman 
forget . that less than three weeks ago an $18,700,000 pnvate from Washington [Mr. BRYAN]. 
water-power project had an initial appropriation in the rivers - Mr. BRYAN . . Mr. Chairman, through the courtesy of the gen­
and harbors bill? Its allowance was urged by the same Demo- tleman from New York [Mr. CALDER] I had the privilege as 
cratic lea.der upon the floor, but was defeated. Do we forget well as the honor of an invitation to address the Republican 
that less than three weeks ago a $34,000,000 river and harbor Club of New York City on the 23d of last month on the subject 
bill filled with- wasteful and extravagant items was defended by of Government ownership of railroads. The occasion was a 
the same able Democratic leader, and it was-passed by his party, most pleasant and enjoyable one so far as I was concerned, for 
pledged to economy. I found myself in the midst, I am sure, of the most hospitable 
. The American sailor asked fo.r a hospital ship for the man surroundings and among the finest set of gentlemen to be found 

who has volunteered to defend the Nation, but who is tempo- anywhere ou earth outside of the precincts of home, or out 
rarily disabled-for .the man who is lauded by all patriotic West, where I reside. The program called for an informal dis­
citizens and whose life is dedicated to his country's cause. He cussion of the subject, much like a debate, in which I was fol-
asked for bread and you gave him a stone. lowed by Mr. B. F. Yoakum, of the Frisco system; Mr. Thomas 

1\f.r. TO.WNSEND. Will the gentleman yield? F. Woodlock, formerly of the Wall Street Journal; and Prof. 
Mr. FREAR. For just a question. Edward Sherwood Mead, of the Uni•ersity of Pennsylvania. 
Mr. TOWNSEND. Upon what authority does the .gentleman Under the arrangements I was allowed 10 minutes · at the close 

ijlink the American sailor asked for that hospital ship? The of the debate for rebuttal. 
Secretary of the Navy did not ask it. I can not claim to have been as successful in convincing my 
: Mr: FREAR. I assumed from the arguments made here yes- audience of financiers, bankers, railway men, and New York 

terday that you had no suitable boat to answer that purpose. Republican Club members that the Government should adopt 
Great political interests to-day are asking that you give them Government ownership as they were in convincing me that they 

another pork barrel. Will you do it? We could almost buy knew how to royally treat a guest; but e•en from the stand­
three hospital ships with what we are spending for the lower point of an ardent believer in Government ownership, I am sure 
Mississippi land-reclamation project. We could buy three hos- the occasion was productive of great good. It was agreed as 
pital ships with what we are spending for the Ohio canalization a preliminary rule of the debate that I was to go the limit for 
scheme, counting sundry civil items. We could buy 15 hospital the doctrine in which I believed and should not hold back or 
Ships with what is contained in waterway appropriations this expurgate my remarks for fear I would come in conflict with 
year over the cost of actual maintenance, and we would still somebody's preconcei•ed notions. 
have severiu million dollars left for emergencies. As a result of the notice given to that occasion by the Asso-
- Do not deceive yourselves. · The country will hold any admin- ciated Press, the United Press, and other news agencies through­

istration responsible for passing such a "humbug and a steal," out the country, I ha•e been besieged with requests for copies 
as it was termed by one of your foremost statesmen in Congress. of the speech or for information on the subject of Government 

Do not forget -that a hospital ship is more necessary to the ownership of railroads by high-school debaters and others all 
<;:ountry than a pork barrel, and the country will not justify over the country. I now desire to give all of these an opportu­
your actions in defeating the one or in passing the other. nity to make such use of the results of my efforts as they can 
' When such standards of economy become known, sure and through the CoNGRESSIONAL RECORD. -
swift reward will come to any party that is responsible, nor I do not expect to incur the expense of reducing this speech to 
will a war-tax-ridden people patiently bear wasteful and worth- pamphlet form, and debaters and others wanting the informa­
less waterway burdens when confronted by an empty treasury. t.ion, or perhaps I should say wanting to learn if there is any 

The CHAIRMAN. The time of the gentieinan has expired. information contained in my remarks, will have to inform 
All of the time of the gentleman from Massachusetts [Mr. GIL- themsel•es by obtaining a copy of the RECORD of this day. 
LETT] has expired. The gentleman from New York [Mr. FrTz- Since that occasion I ha•e added to and amplified my argu-
GERALD r is recognized. ments, and I now present these, together with certain pertinent 
' 1\ir. FlTZGERALD. ~Ir. Chairman the gentleman from Ken- observations, which seem to me to be conclusive, on behalf of 

tucky [Mr. SHERLEY], a member of' the subcommittee which Government ownership of railroads. 
prepared the bill, is unable to be present to-day. He desires to I shall handle the subject here to-day as a repetition of the 
use some -time in general debate, and I therefore ask unani- presentation made at that time, the only difference being that 
mous consent that the time for general debate remaining on on ~is ?ccasion, with the _time allowed and the privilege of ex­
this side may be reserved, to be occupied some time next week tensiOn m the RECORD, I w1ll be able to present arguments much 
by the gentleman from Kentucky. more voluminous, if not more convincing. · 
· 1\Ir. ·BRYAN. 1\fr. Chairman, reserving the right to object, I The question for discussion, as stated on the program, was, 
wanted some time, and I was going to take some time between "_Should .the Federal ~overn~~nt own or operate or only super-
now and the next two or three weeks. I would like lO minutes v1se the mterstate ra1lroads? _ 
·ot time at least. Of course I can not save this time for 1\Ir · This limited the subject matter to interstate railroads only, 
SHERLEY. He can get what hme he wants at any time. · not intrastate or lines exclusively under the jurisdiction of any 

Mr. FITZGERALD. We can save it with the consent of the one State. · 
House. Next, the statement of the question conceded supervision by 

The CHAIRMAN. The gentleman from New York [Mr. FrTz- the Federal Government as essential. It I'aises no question on 
GERALD] has 58 minutes remaining under the agreement entered that score, nor would any sane, well-informed American raise 
i_nto this morning as to the amount of general debate. that question. We might restate the proposition like this: 
. l\~r. MANN. Mr. Chairman, reserving the right to object I Conceding that it is a proper policy for the Federal Govern­
feel like accommodating 'the gentleman from Kentucky [Mr. ment to supervise and regulate interstate railroads, would it be 
SHERJ.EY] in every way, but it does not seem to me desirable a proper policy under existing conditions for the Federal Gov-
to make an agreement at this time in reference to the continua- ernment to own or operate them? · 
tl011 Of the general debate after We COmmence reading the bill. UNCLE SA!II KNOWS HOW TO OPERATE THE RAILROADS. 

When the gentleman from Kentucky [Mr. SHERLEY]- makes his 
request later I think lt will be sufficient time to pass upon it, 
if he wants general debate on this bilL Of course his own bill 
will be before the House soon-the fortifications bill, of which 
he will have charge. I do not thin,_k it is desirable at this stage 
ip .the session to mak~ an agreement about throwing over gen­
eral debate until some time under the fiy-e-minute rule. 
· 1\lr. Fl'rZGERALD. It is an unusual condition. The gen­
tleman wishes to discuss matters pertinent to the bill. 

It being agreed that Uncle Sam knows how to supervise the 
railroads, it must be admitted that he knows how to operate 
them. If he can tell the railroad owners exactly how to exe­
cute every detail of operation and management, as he is now 
doing through the Interstate Commerce Commission, he must 
know how. 

Then ·we might again state the question like this: Since the 
Federal Government is competent to operate the railroads, and 
omst instruct the present owners how to operate them, and must 
enforce its instructions and orders with United States marshals 
and penalties, should the Government also own or operate? 

l\Ir. MANN. If that is the case, and he makes the request 
in the House, I have no doubt the House will treat him with 
all courtesy at that time. _ I shall have to object to the request 
at present. I think We ought tO make some progreSS. THE GOVER!'I"MENT IS BIG ENOUGH TO OWN AND OPETIATE THE RAILROADS. 

1\1r. FITZGERALD. Has the gentleman from Massachusetts Let us conEider the Government of the United States as a 
[Mr. GILLETT] any time remaining? · great corporation, with 100,000,000 stockholders and a capi-

The CHAIRMAN. The gentleman from Massachusetts has talization of $150,000,000,000, the latest estimate of our national 
exhausted his three hours. wealth, with annual savings or dh·idenus of $5,000,000,000. 
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The. activities of this greatest· corpot·ation on . earth extends 
in every conceivable direction. In the West it reclaims add•. 
lands and owns ·and operates two, short railroads. in:· the Recla­
mation Service, and in1 Alaska it administers the details o~ its • 
vas& properties up there and. is building and will operate its 
t·ailroad system • 

. This gigantic. corporation, with the people as its stockholders, 
manages-a . tremendous Military ·and Naval Establisllment and 
controls· in various· ways the vast.commerce between the States 
and safeguards American commerce on the .high seas. It owns 
and operates for pay the Pana:ma Canal .and the Panama: Rail­
road and fiTe great ocean liners between New York and Panama 
in ordinacy carrying .ti:ade in competition with privately owned 
merchant ships. 
. This great corporation, whose monopolistic power makes, no 
one fear except its enemies, if such there be, is not so great as 
to prevent it from successfully operating an ice-cream factory 
at Colon, hotels, eating houses, grocery stores, meat markets, 
steam l:mildries, and various other enterprises in th~ Canal Zone. 

In the West it markets -its timber on its vast public domain, 
and teUs the coal baron who would monopolize the. coal to 
figure how much coal he wants for actual use, and it~this vast 
corporation of yours and mine-will see what can· be done 
toward a t:~:ansaction that will have regard first of all for its 
stockholders-for you and me. To the water-power syndicate 
this corporation says: . "I own these waterfalls fo:c my. stock­
holders, just as I own the timber and the coaL I'll: enteF· into. 
a lease with you if you· will agree to operate the lease. for the 
benefit of my stockholders first. and your own stockholders· 
second. If you want to sell water power on the sqllllr.e, all 
right; if not, I'll do it_ myself." 

Every intricacy of the Postal Service, from the delivery of a 
post card to the shipment of a 20-pound parcel, is handled by 
our corporation with a nicety of perfection tha.t makes every 
American proud. It accepts our savings on deposit· and dis­
tributes the one billion of annual assessments in the education 
of our children, the training of the farmers and artisans, the 
saving of life and-health. and for the well-!Jeing of us· an: 

Already 11 Republican Senators and 1 Progressiv,e have gone 
on record without qualification for the most sweeping proposi.­
ti.on for ship ownership and ship purchase and ship operation 
by the Fedeml Government that has ever been proposed. On 
January 24:, 1914, when the Alaska railroad bill was up, such 
progressive men as Senators BRAI>Y;- BIUSTOW, CUMMINS, F-ALL, 
GRONNA, KENYON, LA:rm, MARTINE of New Jersey, NoRRIS, 
WORKS, and POINDEXTER-LA FOLLETTE was. sick and· could not 
vote-in supporting the Norris amendment took a stand with 
the vast body of Awerican people . when they voted! to direct' 
the President to. acquire not less than ~Q nor more than 20. 
merchant shlps to engage in the passenger and freight- business 
on both the oceans and in the coastwise t:c.'lde. These. splendid 
statesmen, exercising theil· honest, faithful, well-matured con­
victions, v9ted to appro-priate $15,000,000 to start the Govern­
ment in that enterprise. That proposition was defeated; but 
now the administration in power stands for the. same thing. 
Can there be any doubt in the minds of any man who believes 
in the courage and sincerity of American statesmanship that 
tbis great- corporation. which the peoJ)le love, will stand its 
ground against the measly, grasping~ greedy Shipping Trust. 
which stands at the doors of parliaments and on the thresholds 
of kings and proclaims its right and power to make and unmake 
republics .and the governments of· the earth according to the 
amount of gold in the form of subsidy it can bluff out the fawn­
lug, cringing, cowardly lords or sires or legislators. witb knee 
breeches. and goggle-eyes, or whatever you call them in parlia-
mentary terms? . 

Think of the insolence of a trust like the International .Mer­
cantile Marine Co., with Mr. J. Bruce Ismay of Tita11.io fame 
as president, which owns the American Line, the White Star 
Line the Red Star Line, the Atlantic Transport Line, the Do­
mini~n Line, and controls the Leyland Line and the National 
Line whose sailings comprise 47 distinct lines of service, which 
exte~d to practically all the ports of the world, with. a fleeb of 
138 vessels of a tonnage of 1,355,236 tons, shifting its American­
built -and foreign-built vessels from English to American flag, 
according to legislation, for it owns English corporations .and 
American corporations. With this vast fleet of vessels it says, 
" Ha, ha; sure, we are Americans; we know you want vesSels. 
to fly the American flag; we know you want vessels th.at can 
be converted into AJllerican transp9rts in tim~ of . war ; we 
know you want the Stars and Stripes to fly .on an American, 
merchant marine; and we know our boats will be used by the 
foreign nutions· for their troops in case of war. We know you 
need neutral ships to carry your cotton and your wheat, but we 

demand flmt . you tax the· people and give: us a subsidy: in goUt 
or you: do nat get our ships. Of' course, we are· making 30 per• 
cent; that is what we · are in business for. 1\ly name. is J~-. 
BTuc~ Is.mnyi saved_ ft:om the Titanic, \Vho is still defeating1 
American clarmants ill their efforts to get- damages· for injuries 
for ~eir lo~ses on the Titanic, although we have had to pay the 
English claimants long ago. I am not afraid of ~our Govern­
ment competition, because I know full well you will not get the 
votes except when you do not need them." 

The· Shipping- Trust. is the mo t infamous, independent and 
arrog~nt combination on earth. We could cope with pira~y on 
the high seas. We· had naval heroes who were not afraid to 
la~ their vessels to the sides of the. pirate ships and take their 
crew but-

.All right; but jusb watch what wlll happen when the Ameri­
can people really find out what is being handed to them. 

I ~id not intend to make this diversi,on, but in laying down 
the lines~ of activity of this great- corporation which we own 
and in contemplating the necessity for Governmen~ ownership 
of railroadS, it was natural to stray off a little on a burning 
subject like this, especially since the railroad interests in 
reality own: most of the steamships flying the Amet:iean flag. 

I shall classify my arguments under three heads: (1) Democ­
racy; (2) economy, and (3) effi:ciency. 

DE:\~OCRACY DE:\1ANDS GOVERNMENT OWNEllSHIP OF RAILWAYS. 

'l'he rule.. of democl-acy musLbe maintained among . the stock­
holders of this g~eat corporation, or else democracy and repub­
lican institutions wilL forever vanish from the earth and the, 
idea of the people ruling a great nation wi)l become a myth. 

The railway system of the United States is valued by its 
owners at approximately $20,000,000,000. . It collects annually, 
over. $3,000,000,000 of revenue and floats nearly a billion a year 
of new stocks. and bonds. It has. increased in value tremen­
dously in the last decade. The unearned increment is fru:. 
greater than the original ihvestment. In other words, they, 
have more than doubled in value and will continue to increase 
tremendously as the country develops. 
CQ:\IBINA~ION .. UU:! CONCEl\TRATION POSSIBLE ONLY mm~n GOVEnNhlE~1!1 

MONOPOLY, 

Combinations and cenb·alizations· in transportation are abso­
lutely essential. Monopoly of. railways is inevitable and neces­
sary. The attempt to keep the railways apart and compel them. 
to fight each other is absurd and wasteful. Har.riman, from. 
one standpoint, did a great service for the people·of the United 
States in going as far as he did toward Harrimanizing the 
railway systems. But such a tremendous machine, such a. 
gigantic monopoly, can not live within the bounds ot a republic .. 
A go:vernment which collects only $1,000,000,000 a year for its 
own operation feels its weakness in. the presence of an internal; 
corporation whose annual revenues are three times that of the 
government itself and which passes into the hands of a very, 
few men who control almost unlimited additional wealth 
through interlocking and correlated corporations. The only; 
check to such powerful concentration is Government ownership. 
PRIVATE OWNERSHIP OF RAILROADS CREATES AN ARISTOCRACY Olr WEALTH. 

The raising of tariff by which some $300,000,000 is collected 
annually is said to be a power in the Federal Government which 
may make. or unmake the business of the cotmtry over night~ 
If the Government has power to paralyze industry and throw 
millions of ·men out of work or bestow untold blessing on every­
one by a mere rearrangement of tariff schedules involving the 
collection of $300,000,000, how much greater than the Govern­
ment is the organization which has the right to arrange freight 
and passenger tariff schedules for the collection of $3,000,-
000,000 annually, an amount that will probably be doubled in 
another decade. Such power naturally adds to itself other 
great interests such as the banking interests, the manufactur­
ing interests, the water-power interests, and leads to an aris­
tocracy of wealth in which a hal:t dozen men become enthroned 
with more power than a king, a czar, or a kaiser. 

The big transportation machine in the United States has 
become too big to live as a privately owned machine under the 
people's corporation known as the United States of America. 
The 100,000,000 stockholders of this $IQ0,000,000,000 compa:p.y, 
called the United States of America have already concluded that 
the supremacy of the Government is challenged by this power 
within itself greater than itself. The inevitable result has been 
the opening of a figbt whicll will be to- a finish between the two 
institutions. Either the democr,acy of the peoJ?le, asserting. 
itself through the Federal Government, or the aristocracy of 
w-ealth, ' centered about the railway owners, must eventually 
fail. The Federal Go\ernment has ·already won the prelimi-
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nary skirmish by compelling the railroads to' submit to super­
vjsion even to the eA.1:ent of fixing rates and controlling ex­
penditures. There will be no retrogression, the people through 
their representatives will stand by the fight, p'ublic ownership 
will come very soon, and democracy will permanently prevail. 

'ECONOMY DEMANDS GOVERNMENT OWNERSHIP OF RAILROADS, 

Who has the ability to sound the depths or measure the 
heights of railroad extravagance in this country. Capitalized 
at $20,000,000,000, they give that sum as the present value of 
the railroad properties in the United States. I can not set 
fortll what portion of this $20,000,000,000 is mere water, so 
called, or what portion .represents a cash investment, but ·I have 
substantial proof that the water exceeds the cash that has been 
paid into the railroads out of the pockets of railway owners 
or investors. 

There is no way to figure accurately this phase of the sub­
ject, but I find in the Railway Age Gazette, a partisan railway 
journal, for August 21, 1914, some very convincing evidence 
taken from the book by Prof. Walther Lotz, who is vouched for 
by the Railway Age Gazette as one of the best autllors on 
railway management in the known world and. accordingly a 
most valm.ble witness. · 
THE RAILWAYS OF GERliANY A "MILCH COW" 1!'011 THE GOVERNMENT. 

The author is against public ownership, and starts out with 
the statement that " Germany's State railroad system is an 
oppressive monopoly and a political mistake." He warns 
AmedC<'l and England against a similar error. The author 
presents that the Prussian railways are taking from the people 
vast sums of money to assist the Government. An annual 
profit of 4 per cent over interest is alleged to be harvested by 
these Government-owned railroads. 

I quote from the report of the statement of Prof. Lotz as 
published in the Railway Age Gazette of August 21: 

In addition to subsidizing out of railroads the ill-balanced State 
finances, Prussia has created from the same source a vast State Erop­
ert:v. This is shown by the railroad capital account. The ral road 
admini-stration has wrlttPn otr an excessive amount of the original 
small capital outlay of $2,875,000,000. Altogether $750,000,000 has 
been amortized. So that of the original railroad debt only $2,125,-
000,000 remains outstanding. This, judged by European values, is 
ridiculously small capitalization for 38,000 kilometers, nearly all double, 
treble, or even quadruple tracked, and SP.lendidly equipEed. As a fact 
'the pr('Eent sale value of the state railroad system s appraised at 
$5,200.000,000. The increase in value is due to the putting back into 
the r oads of part of tbe profits, to extensions built out of profits, and 
to natural rise in land and other valnes. The ditrerence between the 
out~tanding ·capital of two billion and odd dollars and the present value 
of $-5,000,000,000 Is the profit and property of the Sta~e. 

GERMAN PEOPLE MAKE THREE BILLION BESIDES THE 4 PER CENT, 

Consider this astounding· statement of Prof Lotz-that the 
Prn sian ranroads referred to are worth $5,200,000,000 while 
they are capitalized on the Government capital account at only 
$2,125,000,000, so that. to use his own words-
the ditrerence between the outstanding capital debt of two billion \).nd 
odd dollars and the present value of $5,000,000,000 is the profit and 
property of the Stab:•. 

A part of Germany's profit on the $5,000,000,000 worth of 
railroads referred to is $3,000,000,000. It has amortized a suffi­
cient sum which, when added to the increased value or un­
earned increment of the road3, makes the entire system 60 per 
cent paid for and leaves only 40 per cent of its value, or two 
and one-quarter billion, still standing on the books. But that is 
not all. Prof. Lotz says these roads, after paying the 4 per cent 
interest and the amortized surplus of three billion and interest-
between 1882 and 1912 over one and one-quarter billion dollars bas been 
taken out of the railroad profits and handed over to balance the State 
budget. 

Annual 

So In realitY there is only one billion not already taken out 
of these roads by the people, or 20 per cent of the present value 
of the roads. 

Apply these figures to our experience, and surely the advo­
cates of private ownetship would not claim less for American 
privately owned lines than is admitted for the German lines; 
and admitting for argument's sake that our roads are worth 
$20,000,000,000, that there is not a drop of water in the stocks 
and bonds, we find that the $20,000,000,000 worth of railroads 
should stand on the books at $4,000,000,000-20 per cent of 
their value-the $16,000,000,000 would have to be charged off, 
used to "subsidize ill-balanced State finances," amortized, cred­
ited to profits or surplus, if we have done as well as Germany, 
and all this in addition to 4 per cent interest. If the Govern­
ment owned the lines as Germany does, and had done as well 
as Germany, the people would have that $16,000,000,000 as well 
as the interest paid in full. Certainly our private owners have 
done that . well, because this eminent author says public owner­
ship is a failure and American private· ownership a success. 

I am convinced that these figures as to German conditions are 
accurate, and that if the Government of the United States had 
operated the railroad system it would not have more than 
$4,000,000,000, or 20 per cent of the value of the roads, invested, 
so far as the " capital account " would show. The people would 
have the sixteen billion that are now the assets of the Harry 
Thaws, the Goulds, the Vanderbilts, the Rockefellers, the Hettie 
Greens, the Gates, the papas-in-law of foreign counts, and 
the guardians of rare and nameless poodles and collies and 
trotters and yachts. 

AMERICAN PEOPLE LOSE SIXTEEN BILLION. 

Who got the sixteen billion-the 80 per cent? In Germany it 
went into the public resources. Would it not have promoted 
economy for the sixteen billion to have gone to the puhlic in 
America? In England it has gone to the Rothschilds, and in 
America it has not only been used to swell private fortunes bUt 
to gouge the public and corrupt public servants; to New Haven 
the widows, Rock Island the farmers, and Pere Marquette the 
Michiganders. 

The bitterness of the dregs of the cup the people must drink 
in considering railroad extravagance in this country, and the 
reckless -disregard of the public in developing these lines, is 
intensified by calling attention to the statement of this eminent 
railroad witness, Prof. Lotz, that the German lines are nearly 
all double or treble or even quadruple tracked and splendidly 
equipped. 

It may be said that railroad construction, because of labor 
and prices of commodities, has been more expensive in this 
country than in Germany, but that will not hold good, for it is 
the stock argument of the private owners that German railways 
cost half as much again as ours, and owing to the excessive 
cost of right of way there as compared with the lavish 40-mile­
wide gifts here there is truth in the claim. 

Let him who would ridicule these figures, deduced from Prof. 
Walther Lotz, and the twenty billion capitalization claim of 
the railways, please consider what has happened in Great 
Britain. The railways in the United Kingdom under private 
ownership are valued at $314,000 per mile. Our lines will 
follow suit if they are permitted. At the same rate our sys­
tem would be capitalized at eighty-one billion instead of twenty 
billion. There must be some reason why Germany can fight 
against the world and England can hardly fight with the 
world. 

I have compiled some figures which appear to me to go a 
long way toward confirming the deductions just made in so far 
as reference is made to the American lines, which I now make 
part of these remarks : 

Annual 
increase Freight Capital 

Years. Mileage. increase cars Number or Total mileage Passengers car- Stock. Bonds. Total railway increase by or capital 
of employees. of freight cars. ried 1 mile. capital. 

mileage. owned. years. Jd~d 
mile. 

1£03 .......... 213,422 1, 753,389 1;312,537 1 14,039, 924,661 l 20,795,314,141 $6, 155, 559,032 $6,444,431,226 $12, 599, 990, 253 . ................... .................. 
1904 ....•••••. 220,112 6,690 1, 798,561 1, 296,121 1 14,560,997,712 l 22,347,726,788 6, 335, 899,329 6, 873, 225, 350 13, 213, 124, 679 $615, 144,421 $91,950 
1905 .... ...... 225,196 5,084 1, 842,871 1,382,196 15,082,.070, 763 23,800, 149,436 6, 554,557,051 7, 250,701,070 131 805, 258, 121 592, 133, 442 ll6, 461 
1906 .......... 230,761 5,565 1,958,912 1,521,355 .. i7; i22; 259; 754. · · 21; 7is; 554; roo· 6, 8031 760, 093 7, 766,661,385 14,570,421,478 765, 163, 357 139,310 
1907 .......... 236,949 6,188 2,126,594 1,672,074 7,356, 861,691 8, 725,284,992 16,082, 146, 683 1, 511,725, 20.~ 244,461 
1908 .......... 240,846 3,897 2, 231,181 1, 436,275 16,857,003,236 29, 082, 836, 9~4 7,373, 212,323 9,394,332,504 16,767,544,827 685,398,144 175,878 
1909 .......... 2.44,084 3,238 2,218,280 1,502,823 17,169,413,224 29, 109,322, 589 7' 686, 278, 545 9, 801, 590,390 17,487,868, 935 720,324,112 222,46J 
1910 .......... 249,992 5,908 2, 290,331 1,699,410 18,981,573,779 32,338,496,329 8, 113,657,380 10,303,474,858 18,417,132,238 929,263,303 159,96) 
1911.. ........ 254,732 4,740 2,359,335 1,669,809 19,315,156,130 33,201,694,699 8, 470,717,611 10,738,217,470 19, 208, 91-'>, 081 891,802,853 188,141 
1912 .......... 258,033 3,301 2,382,674 l, 716,380 19, 466, 402,067 33,132,354,783 8, 622,400,821 11, 130, 135, 443 19, 752,536,264 543,601,183 164,678 

Increase in 10 
years ....... ..................... 33,611 629,258 392,843 5,426,477,406 12,337,040,642 2,466,841,789 4,685,604,217 7, 152,54:i,OOO , .... .................... 

11903 and 1904 as to freight and passengers averaged from reports for 1900 and 1905. 
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Note that the railroads in_<!reased, in mileage -in·-the 10 ~rsll .are enot~gh } to: sha~e p~blic • .con.fiden<!e . in rAilroad .management 1n this 
from 1002 to 1912 33 6U miles ·or :1.5.7 per 'Cent. ;In tll.e rsame ·tcho~f • dnttte Etftuation isvwol'se ·than•that. They. _are enough·-to shake 
period t e tota capit IZation m stocks and bonds :weat ,:u!} J.rO ; countries .in· the financial management.:of au· kinds of business··coneems · h 1 ' · al' · · ,. ' ...41 :E e oun a ons bf the · coiitl.d:ence of ·the -people of this r a.nd of other 

$12,599,990,258 to ·$19,752,536,264, which amounted to an-increase . in•.Ametl.ca, rfor the .men directly or indirectly responsible . for · the mis-
·Of ·$7l52 546 006 or 36 per ·cent .The ·.railJ;oads .enjeyed · tre- 'IDan~em:J ·-of railroads are as largely interested nnd as .potent in 
m~"d~.us 'pro~perlty during the io .years immediat~ly !'Prior . to ~!~ b~~es~~· 1-.lnining, and other ·industries as they are ·in the ratl-

1903. There was plenty of .water pumped ·into the capitalization! · . 
-<.luring that: period. · There was .no real reason why the rallway And observe further, from the same art1cle: 
capital -should have even_.gone as _high as it :was then. . ~/ffe. gre~t dang~r ls .that the ·disclosu!es regarding the conduct of .the 

· e en~ and the ~est Of their ilk Will cause the ,_passage of . more 
" THE WHOLE OF LAKE· MICHIGAN " LET" IN. , radical : legislation than the conditions ·j~stlfy. If • e:x:eessively drastic 

I M 1879 h th :. st ·p ·1 · -..-:~- 11 ·& •M:a •t ba legislation . shall be ·passed, ·we trust that · the-re -will be no bypocritical · .n ay, , W en e · au • · lD..llJ.lleapo S m 0 walling from Wall ··Street .about ignorant' public hostllity toward roll-
Railroad was formed, ·the ·fixing of: the amount ·of the capital ways a~d about the public being 11lisled by demagogues. The bucca­

< stock ·was a . much-discussed ,question. James J. Hill wante.d ·to ··nt:e~sb .. tn •:Wall ·Street· and. the ·fools· ~nd. cow~rds in Wall Street who ·let 
b ld 't t $5000000 G ··st h t dit.$2-000000 'H 1 ' e . ucaaneers ·work , their ··wills •are · the ch1ef authors -of •suth legis-la­o I a , , . eor:ge ep en -wan e o, , • e tton. It: is . a toss-up . whether the· dema""Olmes or the h,ighhlnders of 

-argued that they might as well put the stock up~ to b~gln\Vith, ' finance are doing •the more to bring au th~ details of ·business under 
for if' they tried· it later there would be raised the "demagogic u tuhe re~8lation of I?ublic officials. Eugene V. DebsJ Morris ·muquit, and 

• .f " t . , pton inclair · ~hink 1 that 'they are the 1 real leaaei"s of the .socialistic 
cry o wa er. movement in . this ·country: -They take themselves too seriously 'l'he 

"Water," said Hill; "we've let tl:.e whole of Lake Michigan rettl leaders Of · socialism in this country are -such men as Charles · s 
in already" . ··Mellen and the rdirectors ·Of the -·New ·Haven, Frisco and other roads· 

. .· , . · who are too crooked cowardly indolent, ror in""apab'le 1 to pe f .. h' 
Thmr differences were compronnsed at $15;000,000, for what "duties of. their positions. ' ..... _. · r orm :.. e 

was a di1Ierence of $20,000,000-all excess water-between " em-, ,That i t k f • . 
iJ.)ire builders," especially since the --real bui!ders of the West- railroad~ no spo ?~ rom a: soap. box. ~at 1s uttered· ?Y the 
the. farmers the artisans the merchants the home bUilders yet· s own darling pubhcatlon. It 1.s ·not -owned m the 
to come to fue West-wo~ld have to pzy the nebt and the di'vi- sense th3:t ~r. Sla.son .Tho.mpson's "Bureau of Railway News 
{lends and interest for all' time to come. and make it a. -source df and .statistics" or the "Washington Bureau of Railway Eco-

. •nom1cs " iris owned That ' ·bureau ·" 's th ·1 d '--·t th ·reT"enue,_ not burden, to these· private fortune builders. 4Rall ~ · , . . I e rm roa s,. ~u. e 
How ·Is that for economy? Does anyone suppose Uncle · Sam orlway .Age Gazette is !ery dea: to the heart Of the ra1lwa-y 

could possibly have been as extravagant, lf he had ~ taken the Wi d. It has an authoriZed capltal of $1,200.000. 
T"iew that it WaS hiS duty to build and OWn the -railroadS in- THE WHOLE SYSTEM WRO~G---TIIIE MORGANS AS WRONG AS TIIE MELLE~S. 

stead of subsidizing them with land grants and concessions with: ~e Ffuotations cited tend to lay all this extr . d 
th ..: " · b il.::~. " t th · . h dl ? "1 avagance an e ... e ~prre u u.ers a e pump an e · · the blame· therefor on the Mellens and other managers. But 

... T.he -railroads were generally started .()ff on a three-t~-one. at ~s point the editor of the Railway 'A-ge fails in his appli-
basis. If the road was to cost ·$100,000,()()() tbey would ISSue. cation of the cts. He is accepted as a good 'tn t 
$100,000,000 of .bonds and ~ $200,000,000 o.f ·sto·ck. Then they, what are the:.facts; but when it comes· to'

1
his opinf;n ~S:ti~son; 

W<>.uld double his when they·began"operahons. , we .wlll have, to .go a little further, reserving the right to recall 
"T-HREE HUNDRED PER CENT OR NOTHING--BUT' FIGUJUlS 1 A~"D '.PAPER. thiS rable •editor ' and hi'S ' Spl:adid journal from time to time 

Prof. William Z. Ripley, professor Of economics in ·Harvard :}as ' to ·affditional 'facts. This New· Haven case is so typical and 
University, in" A comprehensive, unbiased study of the methods hea1·s-.so -str-ongly !()Jl the economy feature- -of my argument that 
that have been used to raise money "for .~erican -nUJ.roa:ds," I : am impelle'd to ~ give a view of Mr. J. •Pierpont Morgan and 
published in the Railway Age G.a3ette ~for ".May 2\), 1914, · sets the · House ·Of Morgan as the most extra-v.agant set of men known 
forth · the practices a _generation ago. It might be remembered in the railway wotld ifrom the standpoint of the public of 
that the organizing and the financial. methods of· a __ generation "Jones;":if tYOU ''.Please; w.ho pays the freight. The Mell.ens' are 
-ago were as far behind the frenzied rallr.oad financing of ~ to- mere' tools.Of:the'Wall Street looters. 
day as the oxcart of that period was behind the automol>ile .Qf' . Morgan & 0<>. ,admit · having received $837,608 from Kew 
to-day. Here is what Prof. Ripley .had to Sf!Y: . 'Haven loans m:fder a certain ·fiscal agency contract entered into 

A knot of promott-rs planniJ:lg an enterprise first. fonned ~a railroad on December 19, 1910, and terminated ·December 4, 1913 for 
corporation and authorized, let us · say, capital stock to the amount· o~ themse~ves ~nd their associates. ·In the M<>rgan letter, 'pub-

, $1,000,000. ·This consisted Of 10,000 shares par value $100. !ThiS llshed m R<>•l a A G tt M h 1 3 1914 tt t · 
• stock was issued to themselves part paid ( $10 per-. share),; $100,000 in <V. w y ..o.g-e . aze e . arc .Lc I ' a emp IS made 
. all being temporarily borrowed fo:t the purpose. A glowing vrospectus -to apportion over a period of 20 years the income received from 
then oft'ered for sale two millions 6f bonds, with the proceedS of which the New .' Haven by the Morgan firm, such amount being fixed 

· the road was to be built. These bonds were sold at 80, · wlth. perhaps· a by the figures presented .by .. Mr. Morgan at $17,500 per year. 
bonus of stock thrown in, thus realizing $1,600,000 in· cash. ··From this 
the promoters reimbursed themselves for the $100,000 already advanced, That suggestion naturally brings to mind the question of 
by charJdng a 5 per cent commission for placing the loan. This left '·annual-outlay under' this'nscal agency contract covering a periot.l 
$1,500ia"Oo cash in tbe· treasury of the railway eorporation, . .as, well as a -of three years. Divide the total by three and you bave ~279,-

·· contro ling portion -of its own capital stock. The next ·step -was the '~'-'" 
organization by these same directors of a construction company, which: 201.66 per year for the three years. 
built , the road for an actual outlay of $1,200,000. ~he railway directors .ENOUGH TO SALAnY coL. GOE'l!H.A.LS •FOR 55 YEARS. 

· now voted to ·pay their construction company r $1,500,000 ' in cash for 
this work, •and in addition the remainder of the share capital -of the !This sum of $837,605 would salary. a Col. Goethals· at $15,000 
r-oad. A profit to themselves of. $8-00,000 plus, the prospective value of f th 
the capital stock, which bad cost them nothing, obviously resulted. · If per· year or more an 55 years. If anyone supposes it !WaS 
the enterprise were henceforth profitably operated, , all well and · good . . net a bigger.r job to build· the Panama Canal than it would be· to 
If not it might fail even to pay interest on its bonds. ,If ba.n.k:l:uptcy mana-o-e the railroads·of ·the United s•n·tes a o t te 
ensued, a receiver, possibly representing the old stockholders l'ather · b ' L<:t. s ne·-grea sys m, 
than the bondholders! was appornted. In any event the promoters had then ·SllCh a 'O:R~ <>ught to ·stop · the leak in his think tank. ·The 
1·ealized 300 per cem; on their first .investment, itself borrowed from canal job · was -a ' fight in the Tropics against ' terrific obstacles, 
the profits of the construction ·company. 'Moreover they still controlled involving sanitation problems and calling for ability to , pioneer 
the railroad through its capital stock. Thus were .the foundations of a · 
numbet: of· large fortunes laid-enough, that is to say, to envelop Ameri- and blaze _a way Without precedent. The ·railway machine is 
can railroad construction in an atmosphere of disrepute by1 no means already on the go. Its new problems could be solved one nt -a 
generally deserved. time with the aid of a big machine constructed through many, 

" JONES PAYS THE FREIGHT • .,, yearS. 
Remember thati the people of the United :States are the ones What did Morgan and his friends do for ' tb.e $837,605 of ad-

that ha-ve to pay every cent of revenue the railroads collect. mitted commission, which, of course, constitutes but a small 
" Jones pays the freight." ".All the traffic will bear " said part of the W:all Street peculations on· the New Haven? He 
J_ames J. Hill after he had "let all of Lake Michigan bJ." attached his signature to a few papers, thereby pledging the 

Let us see what that kind of capitalization and organization savings of the people on deposit with him · and his associates. 
led to. I am, as near as possible, proving ·rpy case out of the Then he wrote out a nice letter on a. letterhead .bearing the 
mouths .of the railroads themselves, .so I turn a-gain to the inscription, ·" We loan on character only," to the widows and 
·Railway Age Gazette ·and urge my economy argument-and .I fiduciary agents of orphans and incompetents, "We offer an 
might add, a · morality argument-by quoting from that jo~r- unusual1y good line of securities; 'YOU are advised to buy_quick." 
nal's editorial11tterance Of May· 29, 1914: .All the time -Mr. Morgan had .on deposit at least $1,415,000 of the 

What are the remedies for such · outrageous mism:macrement -as ob- company's funds. His letter admits this a-mount as ·the avel.·­
tnined on the New Haven when ·Mellen wa.s its president'? It is up to ag-e deposit.for 11 years. The <leposit was probably very much 
the financiers and railway executives 6f . America to cooperate with 1 •ge du...;n.:g the period of the fis 1 t t 

, pub-lic officials in finding an answer to that question. The ·Newl Haven ar r · ........... ca 'COn rae · 
. is not the only rail way that has been Mellenized, and . such revelations If -the ' Government had owned the N-ew Haven, Mr. Morgan 
as have been made regarding the financial management of some roads and all underwriting banking connections would have been as 
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useless ·as are the unemploy-ed in an automobile lpla.nt. H~ 
would have been in the way, wanting to .get the boads and 
tendering u premium for them at 2~ per cent But 11llder the 
other scheme he and -his friends took down nearly a million in 
cash, besides the -velvet in securities tor selling the bonds at 
nearer 7 per cent, .and he was after .a million ana a half more. 
Uncle .sam sold llis canal bonds at 2 per cent; but they :say he 
could not .sell railroad bonds. No; not .after the .Mo~:gan plan, 
the American people would not permit it. 

ECONOMY, .THY N.AME IS NOT MO.RGA.N OR WALL STR'EET. 

go along, now," he says, "That money went for improvements.'' 
Hold on; let us see about that. The policy has been to limit the 
new capital to new constxncUou and to make improvements 
out of surplus and earnings. 

.James J. mn made tilat -plain in a speech on December 1.9, 
1912, at the annual dinner of the Railway Business Associa .. 
tion, .in New York City, when he made this statement: 

On.r capltaliz.ation per mile is from o~-hal! to one--fifth that ot 
European countries, partly because ·the initial cost of construction was 
greater there, but largely be.cuase of a :fixed difference in ~liey. The 
A.me:rie.an r.n.ilway makes improvements so tar as -poss1ble out of 
earnings o.r surplus, leaving c.apital account to earry only new eon· 
strnctlon. I say, economy demands Government ownership. Remember­

ing that the New Haven is only one little corner-a drop in the 
bncket-of the railway machine in tbe United States, it seems Does anyone maintain that .Mr. Hill did not know what be 
turther proof would ·be unnecessary. But what I bave just set was talking about? ()f course not. Then it must follow that 
forth is nothing, comparatively speaking. I have not hinted at the six and one-half billions was not spent for .improvements, 
the peculations yet. When the storm brotre over the N~w for American -railways do not d-o it that way. ltir. Hill says 
Haven and the widows and orphans realized they" had been they do not Besides thls the records indicate that the railroads 
robbed blind by Mellen-no; by Wall Street-these same men, clahn to llave ·spent out of ea.rri:ings approximate-ly $2,000,­
led by Morgan--operating on "character.,~-were about to take 000,000 during those 10 years for improvements. "Thftt was 
another commission twice as large as the entire grab already over $8,000 per mile, and it would seem that no greater sum 
-referred to. He had his bands on $1,670,000. The whole crew was spent exclusive of the libe-ral chargings for upkeep and 
were about to be prosecuted, when Mr. Morgan resigned, and maintenance. Besides, this six and one-half billions is over 
gave out a lot of philanthropic blubber about having resigned to $26,000 _per mile, and that was enough to build the whole line 
put an end to interlocking dir~tors and to uid the President in new, as is proven by the United States Government building 
establishing his " constitution of peace." difficult ll.1ld expensive construction at $20,000 per mile. 

The New Haven iS very like the otherS 3.S an economy :argu- SIX AXD A lL1LF BILLIONS GO -E; NOTHING TO SHOW FOR TT--'.rHEY TOOK 
ment. Ex-OOV. Folk, Of l\IiSSOUri, aS attorney fgr the ln~r- BILLIONS IN DIVIDENDS BESIDES. 

state Commerce Commission, rendered an invaluable public .Another reason why it is imnossihle that tills six and one-half 
-service in -exposing these transa-ctions, notwithstanding the un- 1:' 

·patriotic efforts to defeat him in his splendid work. Attorney billions was spent for improvements is the present deplorable 
General McReynolds was going through a pantomime, :pretend- roondilion '?f the lines. Because of railway 1nsufiic~ency, dis~ster 
ing to want to get at Morgan· and his assistants who looted the thr.ea.tel}s the welfare of every man who enga~es m any gamfui 
New Haven; but Go-v. Folk was holding him. "Turn me loose oe;cupation.. But let Mr. James J. Hill. say 1t. ~e ~ows. T 
and I'll get him," said the Attorney General. All th-e while he m.Ight put It too weak. I quote from bis .speech m New York 
was as-free as the birds. In a few days the whol-e aggregati.on . City December 19, 1912: 
were closeted with the President, getting aid to the tune of It :l:s :no '!'!xaggeration. to say i:f?.at the commerce of the country, its 
.about a billion dollars of extra currency at public expense manufacturing and :agncultural mdustry, its :P!esperity .as a whole, . ' , and the welfare of every man in it who engages m any gamful occupa­
lSSued by emergency act of Congress on money anil -credits tio:n can eseape threatened disa-ster only by such additions to and en­
owned by the people, to pay for the stocks wan Street bad largeJ?ffi!tS ~f existing terminals .at ow: -great central ~arkets .and our 
bought and did not have the money to pay for. And such was principal pomts of export as will relieve tJ.le congestion whl.Ch now . . paralyzes traffic when any unusual demand Is made upon them. Our 
the mterconnection between th.e Government and these finan- natural material growth will make this their chronic condition in the 
ciers, that they got the money and Mr . .McReyn-olds got the near fut~e unless quicl~ action is taken: 
Supreme Bench while ex-Gov. Folk got the thanks of all sincere I! you m-crease the s1z~ of a bottle without enlarging the neck, more . ' . · time and work are reqmred to fill -and empty it. That is what has 
men for h1s splendid work. .happened to the t.I:a.ns.p.ortati.on business. In 1907 traffic was blocked 

WHAT DID THEY DO W1TH TID'l SEVEN Bl.LLIO~S ? 

While -economy is under -com;idera tion let us revert to th.e 
fact,. as shown by the table I have incorporated in these .re­
marks, that the total railway capital of th-e railways in the 
United States increased in the 10-year period expiring June 30, 
1912, $7,152,.546,007. What did they do with this v.ast sum, 
which is more than a third of the entire present railw.ay capitall­
-za tion 7 During the 10 years 33,611 mil-es of new lines were 
constructed. If the above sum was used for new mileage, the 
cost per mile was $212,801. 

During this time the United States GoveTrrment, whi-ch the 
railway men say is so extravagant. built two railroads and 
equipped them in the Reclamation Scervice, one in Idaho 19 miles 
long and one in New Mexico 13 miles long. Both are standard 
gauge. The Idaho railway has for three years been in opera­
tion with daily train service, carrying mall, passenger-s, and 
freight. Both lines are in mountain country, with heavy rock 
cuts and bridges. On the Idaho rail way the cost was $19,937 
per mile and on the N-ew Mexico line $21,085 per mile. There 
are three expensive bridges on the Idaho line. Equipment on 
this line cost $35,000 additional. 

If Uncle Sam can build railroads at $20,000 per mil~, why can 
not the ·~empire builders" do as well? It is a well-known f.act 
that standard-gauge railroad can be built over the western 
prairies under favorable conditions as low as $10,000 per mile. 
But suppose we allow for awkward empire builders and esti­
mate their new line at $25,000 per mile. At this rate it took 
.$840,275,000 to build the 33,611 mil-es. But that takes only a 
little more than 10 per cent of the original sum. Subtract this . 
amount and there still remains $6,512,71.0,006. Now, the ques- · 
tio~ remains, Who got this six and a half billions? 

on nearly an the principal eastern railway lines. It took months to con­
tVey an ordinary shipment of goods from one domestic market to an­
<Other. The deadlock was broken partly by a panic that lessened the 
volu.me ot business and partly by the efforts of railway managements 
to add. by increased efficiency, to the moving -power of facilities at com­
n~and. We neither antlcipa.te nor des-ir-e perpetual business depression. 
While the 'limits of .efficiency ha:ve not been reac-hed, we know that it 
can not be mrule to cover the demands of our growth in population and 
production. 

You -can see that the six and one-half billions was not spent 
for te.nnina.ls or equipment or efficiency, because "there ain't no 
·such .animal." As Mr. Hill says: 

In 1007 traffic wa.-s blocked on nearly all the principal eastern railway 
lines. It took months to convey an ordinary shipment of :goods from 
.one domestic market to a~oiher. The .deadlock was b~·o.ken partly by 
a IJUnic ... .. •. 

That is quoted, mind you. from Mr. Hill. It took a panic to 
-save the .railroads and mov-e th-e freight. That Tery year-
1907-the railroads issued .$1,511,725,205 <Of new stocks and 
bonds. Oh, you Empire builder, you high financier! That was 
$244,461 per mile for every mile of new line constructed that 
year. I say economy demands that the people, thro11gh their 
Government, mise the necessary man-ey and see to it that it is 
spent on the roads, and not to buy poodles and yachts. Mr. Hill 
sa-ys from five to seven billions additional will be required. 
"Rates and capital must go higher, stocks and bonds must more 
:nearly approach the European level," he says. 
TIUll.S.URIES EMPTY-RECEIVERSHIPS, 754; FORECLOSURES, 994; BILLIO:XS 

GONE, 6§ + • 
Another .reason w.hy I am convinced that these tremendous 

stock and b.ond tlotations-this sl.x and one-half and other bil­
lions-did not go into the properties either in the form of im­
I>rovements or newly added lines is the record of financial fail-

WHo GOT THE s1x ..L-rm o:NE-HA.LF BILLIONs? ures .the railroads have shown. The Statistical Abstract gotten 
That would bu~ a great many poodles and even race horses ou.t by the Bureau of Domestic Commerce of the Feder.al Gov­

and yachts. What became of it? Economy cries out and de- -er:nment, page 285, shows that since 1874, 754 railroad com­
mands information. Unborn generations as well -as the present . panies, with an aggregate mileage of 145,176 miles and a capi­
are to pay interest on this $6,500,000,000 for all time. The tallza.tion of .$8.262,453,699, have gone through the hands of the 
publi~ is interested dire~tly in the matter. The :empir-e build- ' judiciary under receiverships, and that during the same period 
ers s1mpiy Ia11gh at the 1gnorance back of this question. .. ~You ~ 994 .companies of l.21.,026 mileage and $7,892,978,502 capitaliza-

:: 
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tion have been sold by the courts under the hammer in fore: 
closure proceedings. 

UNCLE SAM HAS BEE:'i SOliE RAILROAD MAN AFTER ALL. 

Approximately two billions of these receiversb.ips occurred 
while the mysterious handling of this six and one-half and other 
billions took place-that is, in the last 10 years-and to-day 
23,000 miles of the Rock Island is in trouble-worse trouble, 
beyond all comparison, than exists or .ever has existed in the 
Go>ernment-owned roads of France or elsewhere, I might 
remark in passing. Then there is the Kansas City, Mexico & 
Orient, the Atlantic, Birmingham & Atlantic, and the Moffat 
road in Colorado, all in the same wrecked condition. Prof. 
Ripley, of Harvard, commenting on these last-named roads, 
says in the Railway Age Gazette, August 28, 1914: 

Their troubles are somewhat peculiar and are, in the main, due to 
local circumstances; for most oJ: them represent invasion of territories 
in which the great banking and railroad Interests are already In­
trenched. Undoubtedly the hostility of the great powers to these Inde­
pendent companies has been an appreciable factor contributing to their 
downfall. 

Note the words "the great powers" and "the great banking 
and railroad interests." Here you have a fundamental argu­
ment for public ownership. Not ol\ly an ~onomy argument, 
but a moral argument, and a democracy as '!,ell. The New 
Haven and other lines might be added to the hst and, accord­
ing to the representations recently made in the effort to get 
the 5 per cent rate increase from the Interstate Commerce Com­
mission, they are practically all broke or they will be. James 
J. Hill in the speech above quoted referred to impending ruin 
if rates were not raised, and added : 

That ruin will not be so immediate or complete for the railroads 
themselves us it will be for the business Interests to which they will 
no longer be able to give a prompt and adequate service. It will be 
far-reaching, because its eJrect will touch every man, however humble, 
who is engaged in protective industry. 

· Do not forget the point; I am talking economy, and asking 
· what became of the six and one-hal! billion dollars of stocks 
and bonds above any sum that could have been spent on new 
lines. It appears that the vast sum was not spent in such a 
way as to prevent deficits, receiverships, foreclosures, and 
shortages-preventing improvements. 

GOYERNME:'iT OWNERSHIP WOULD GIVE LOWER RATES. 

Economy demands care:fql and honest rate making. It is 
not the men who ride upon the train or the merchants .or the 
manufacturers alone who pay the transportation tax. Every 
individual pays a part of the tax whenever he eats a meal of 
victuals or buys a hat or a paper of pins. The transportation 
tax is parceled out ahnost on a per capita basis to everyone. 
The transportation tax is truly collected " at the source," the 
usual method being for the merchant to add 10 per cent for 
freight to eyery article as part of cost price before he offers 
it for sale. 

The rate-making system of the railroads, instead of being a 
model arrangement where economy and impartiality prevails, 
as the defender of the special privilege of the railroad would 
haye us beUeve, is the most gigantic travesty upon common 
sense or system in the world. Mr. Stickney, former president 
of the Chicago Great Western-an able railway president on 
the stand, remember-said in 1910 that there are 86,000,000,-
000-eighty-six billions; do you get that?--d.ifrerent rates in 
existence, and that these railroad tax collectors are changing 
these rates every minute in every working day. 

If published-

Mr. Stickney says-
these rates would fill a bookshelf 1 530 feet long with books 8 by 10 
inches in size. They would make 4,6oo printed volumes of 1,000 pages 
each, an aggregate of 4,000,000 pages. (World's Work, November, 
1910.) 

With this conglomeration the railroads have been able to 
cover up the most glaring extravagance and favoritism, involv­
ing rebates and special privil~ges given to their particular 
friends. As tax gatherers they have used this transportation 
tax to de>elop certain sections at the expense of other sections. 
High-protection men would build a tariff wall to protect an 
" infant industry." Factories would grow up in various sec­
tions of the country in a dozen or more cities. In time in one 
of these cities, where th2 " right people" lived, the railroad 
transportation tax collectors would grant a special low com­
mOdity rate, and in a short time the other cities would find 
themsel>es short of orders, and the place that had the special 
rates would outstrip all other- sections and become established 
as the great center for that particular product. Later I will 
take up the rate proposition more in detail and comparison. I 

refer to the general system now only to demonstrate that econ­
omy demands a change. 

GOVERNMENT-OWNED LINES OF GERMANY ARE NOT BROKE. 

But please compare the present policy in America with that 
which prevails in Germany. Prof. Lotz, cited by the Railway 
Age Gazette as a most reliabh: German authority, says Ger­
many is charging too much. The railway system is a "Govern­
ment milch cow," is the figure used, by which the German Gov­
ernment collects $200,000,000 clear profit, which sum goes into 
the public treasury each year, and three billions of value has 
been amortized for the public. Compare that situation with the 
deplorable condition the American roads are in. Prof. Lotz 
says German roads are " double, triple, and quadruple tracked," 
equipped up to the minute for military emergency as well as for 
commercial needs, but our poor, broken-down, failing, trust-tied, 
receiver-ridden, Mellenized, Morganated lines need from five to 
seven billion dollars, according to Mr. Hill, to put the roads in 
shape. They do need a tremendous sum to make up for the 
work of the looters, but who would get the money if they were 
pernrltted to sell ~e securities? You can hear them always call­
ing for "More revenue," "More revenue." .My mother used to 
tell us children a frog story along about time for the sandman's 
coming that ran like this: 

"There was once an old toper who sat down to rest beside a 
stream in a lonely glen. A bullfrog observing a jug at the old 
man's side began to call out, ' More rum,' ' More r:um.' The 
old fellow was good-natured, so he went to the brink of the 
stream where he heard the sound and poured overboard a little 
rum from his well-filled jug, and he returned to his rest. Pres­
ently the same voice was heard again calling, ., More rum,' ' More 
rum,' ' More rum.' 

" The old man was a good-hearted son of old Erin, and so he 
responded time and again till the jug was about empty. The 
greedy frog increased its demand and set up a cry of ' Jug-an­
all,' ' Jug-an-all,' ' Jug-an-all.' _ 

"The -old man saw he had yielded unjustly, but without feel­
ing any pain of sacrifice whatever he heaved overboard the jug 
and all." 

So we have the railroads calling for "More revenue," "l1ore 
revenue." · 

It COSt $12,000 to publish in the 00NGBESSIOifAL RECORD copies 
of the letters and communications sent to the Interstate Com­
merce Commission to try and intimidate that body into grant­
ing the rate increase recently. 

Senator LA FoLLETTE, efficient, earnest, faithful, as he has 
always been, had the commission hand over to the Senate these 
myriads ·of communications. It took· 50 men runn;ng a half 
million dollars' worth of linotype machines all day long io set 
the type, which amounted to nearly a ton of metal when ready 
for the cast. Think of the lawyers' fees, the salalies of secre­
taries and stenographers in railroad offices and chambers of 
commerce required to prepare those communications. · 

The demands of the private owners for " more re,enue" will 
not end as long as human avarice and the ''itching palm" 
exists. The time has arrived to call a halt and for the Ameri­
can people to no longer play the part of the silly and stupid 
old rummy. Transportation is a public function, and the time 
has come for the public to take the railroads, ownership aiid all. 

GOVERNMENT ECOXOMY AND LOW RATES DE:\IANDED. 

In India you can ride at two-fifths of a cent a mile. In 
Switzerland you c;an ride half a month for $8.60 over all the 
steam, electric, and steamboat lines of Switzerland, or you can 
ride a whole year at a cost of 20 cents per day. 

The following data is taken from Martin Johnson's book on 
Government ownership: 

The public system of Belgium will carry you one-half a month for 
about $4.50; so · also the public system of Hungary will carry you at 
$2.70, which is one-tenth of the charge here. The public system of 
Italy will carry you 963 miles for $7 ; the public system of Sweden 
1,400 miles for $8.55 ; and that of Russia about 2,000 miles for "$6. 
The Belgium system, furthermore, grants weekly tickets to workmen, 
good for 6 round trips or 12 rides, for distances and at rates as 
follows: 

Three miles, 19 cents; 6 miles, 24 cents; 12 miles, 29 cents ; 24 
miles, 39 cents; 31 miles, 43 cents; 62 miles, 61 cents. 

It will thus be seen that the Belgian laboring man can go to his 
work, 62 miles distant, or return for 5 cents, or a rate less than one­
twelfth of a cent a mile. 

These rates of travel promote the mobility of labor by en­
abling a · man to go from his suburban place to the shops to 
work and in many other ways. 

Prof. Frank Parsons says : 
After studying Government freight rates on the ground and com­

paring them with American rates for similar distances and shipments; 
I found that the German per ton-mile rates on . local traffic are gen· 
erally less than one-third of ours. 



r----------------------------~~------------------~------------------------------~----------------------------------------~--------

1915~ CONG-RESSIONAL RECORD-. HOUSR 3203 
Lo.caZ rates in Germanu an~ Atlltwica c01nvared~ . 

Items. 

Iron ore ..................................... " ........... . 
Structural steel ................................. ~·.-· 
cast-iron fittings .............................. ., ....... . 
Structural steeL ....................................... . 

Fertilizer ........... ·········-·········-·····----···· { 

Raw cotton .................. ~ ...................... ·j 
Portland cem~nt ............................... ~~---

=-~::: :::::::: :~:::::::::::::::: :::::::::::::: l 
- ( 

Miles. 

3zT 
398 
'R'Z 

Linseed oiL .•....... ~-·······---·······-···----···-- l 
Mille .•.•............••.•••••••••••••.••.•...•...... { . 

63 
18 
36 
40 
22 
44 
39' 
65 
69 
42 
98 
34 
94 
38 
39 
43 
78 
2() 
70 
31 
65 

Average rate per 
ton-mile. 

Ameri- German 
can rail- railways. 

ways. 

0.492 
.'Z3 
.69 

2.22 
5.28 
3.33 
2. 75 
4:.55 
3.18 
3.08 
2.15 
1.96 
3.Sl 
2.45 
3.53 
2.98 
4.21 
3.59 
3. 72 
2.05 

18.40 
5.94 
9.68 
7.69' 

0.474 
.45 

! t~ 
1.56 
1.2(} 
1.14 
2. 75 
2.16 
2.24 
1.16 
1.13 
1.39 
1.04 
1.21 

.92 
1.50 
1.50 
1.46 
1.34 
5.18 
4.26 
4.Sl 
4.20 

Is it not necessary to call a magician, a soothsayer, a wise 
man, to explain why the first four articles above !are so well 
on the trust-owned railroads of the "United States? 

JUIERICAN RATES HIGHER THAN GERllA~. 

They tell us American rates are lower than German rates. 
The facts prove the contrary. It is evidently unfair to compare 
German rates within the comparatively small area of Germany 
witb rates in the United States at large, which contains an 
a1·ea so many times greater than Germany. By making a gen­
eral a-verage in which is included transcontinental hauls o:f 
trainload after trainload of lumber and coal and other com­
modities from one ocean to the other with the rate in Germany 
on small packages and large over the lesser area and the shorter 
baul, a lower rate per ton-mile apparently may be "figured" 
in this "COuntry by a good figurer, but in this discussion, in such 
imposing presence as is here assembled, it woUld be ·an insult 
to make any such comparison. , 

Railroad rates in the United States will not stand up under 
a fair comparison with German rates. It is conceded by all 
that the loading and unloading charges are the principal ex­
pense in freight transportation. 

In Germany the average haul is 70.7 miles; in the United 
Si:.c'ltes the average haul is 244.05 miles. There is much more 
to be said . for Gennan rates as against American rates. . 

In Germany express is carried as regular freight. Tbis is 
handled, of course, quite often and involves short ~ocal deliv­
eries. Think of comparing the average rate per ton-mile on a 
carload of express packages hauled 100 miles and delivered at 
points along the line with a trainload of wheat or coal or lum­
ber hauled 3,000 or more miles. In America we haul much 
mGre raw materials and mining products than in Germany, 
where inore manufactured articles are hauled. 

RATE COMPARISONS IN ENGLA.l\'D AND GEnlU.Al\"'Y. 

England and Germany are similarly situated, and a compari­
son of rates in those two countries would be a test of private 
ownership and Government ownership under like conditions. 
The following comparisons are to the point : 

It costs $5.72 to transport a ton of hardware from Birming­
ham to London, while the rate for the same class of goods over 
the same distance in Germany is about $2.25. Cotton goods, 
from Manchester to London, cost per ton $8.76; in Germany, the 
same distance, $4.86 to $5.60. General machinery, from Leeds 
to Hull, costs $6.09; ·in Germany, over precisely the same dis­
tance, $1.09 per ton. 

SOliE POSSIBLE SAVINGS ENUMERATED. 

Tbere are many other savings that would be made in addition 
to the savings on dividends and interest, which I will discuss 
later. Slason Thompson says in the New York Herald, August 
30, 1908, that Government and State regulation cost the rail­
roads $20~000~ annually. I think that is a very conservative 
estimate· for all the attorneys' fees and other expenses of the 
railroads in this line. No doubt the expense to the National 
Government a~d the 48 States is another $20,000,000. Here is 
$40,000,000 that could be saved to the publiC' by Government 
ownership. The court expenses and receive_rsbips, with all the 
fees and costs attached, when allowance is made for the judges' 

salaries, tbe witness fees and jury fees, lawyers' fees and all: 
other expenses, I have no doubt, amount to another $20,000,000; 
so here we have $60,000,000 that the Government would save at 
the start. 
· In every city and town the seTeral railways keep offices, 

with expensive appointments and clerks and stationery. Agents 
are kept in the field to solicit passengers and freight. Ad­
vertisements of all kinds are used. If the Government owned 
the railroads all these duplications would be cut out. Tre­
mendous rent charges in the cities and towns would be saved, 
salaries of presidents would be eliminated. Freight cars would 
be at home wherever they were foundl always ready for a load 
in any direction. They would not have to be sent back home. 
With a big " U. S." they would always be at home. Harriman 
always claimed that concentration would effect great saYings 
along these lines. The Government pays a tremendous sum 
to the railroads for carrying the mail and othm· Gover~ment; 
f1·eight, and for carrying Government officers on official business 
and men of the Army and Navy. The profit on all this tmffic 
would be saved. All these items would surely reach $40,-
000,000, and raise the total saYings from these incidental items 
to $100,000,000 per year. 

SAVINGS ON IXTEREST Mill DIVIDE:'fl>S. 

All interest, dividends. surplus, and profits of every kind 
now realized, except the interest the Government would pay on 
the actual cash paid for the railroads on their funded debt. 
would. l>e velvet for the Government. It seems to be generally 
conceded that $16,000,000,000 will coy-er the value of the roads 
and that the sum the Government would ha>e to pay would 
not exceed that amount. 

'The Government could doubtless fund this sum in Go>ernment 
bonds at not over 3 per cent, or at $480,000,000 per annum for 
interest. In 1912 the total net revenue of the raih·oads was 
$871,005,294. The saving here would accordingly be $391,005,-
294. It should be remembered that we probably could not 
refund by ordinary methods all the bonds at once, some not 
being due, imd an of thi!;) saving on interest could not be realiz~d 
till all the bonds were refunded. But the1·e would be many ways 
to bring the bondholders to time.· · · - · . 

Another source of saving would be the increase in y-alue ·:of 
the real properties of the railroads, the coal lands, the oil lands, 
the terminals. That would sm·ely amount to 2 ·per cent on 
the value of the roads, or $320,000,000 per year. In other words, 
the railroads, their upkeep being already fully allo~ed for, 
will double in value, reach $320,000,000, through unearned in­
crement in 50 years. This is not an unreasonable estimate, 
considering the natural increase in population and in commeree 
in 50 years. German roads have more than doubled in value in 
less time. 

Scientific management, according to so eminent an authority 
as Louis D. ·Brandeis-! will cite him presently-would sa,ve 
the railroads $365,000,000 a year, or one million a day. Depen(l.:­
ing on this feature, forgetting the melons that no longer would 
be cut, forgetting the commissions that never again would. be 
paid to the Morgans and the great banking interests, forgetting 
the rebates that wo¢d be saved, and many other savings that 
might be mentioned, and we yet have to our cr·edit over a billion 
dollars a y~ar, as follows ~ ' 
Miscellaneous ------------------------------- $100, 000, 000 
Interest and dividends--------------------------- 391, 005, 294 
Scientific management______________________________ 365; 000, 000 
Increase through unearned increment_____________ 320, 000, 000 

TotaL------------------------------------ 1, 176, 005, 294 
From this you can deduct 10 per cent for safe figuring and 

still hay-e more than a billion a year, or practically $3,000,000 a 
day, of savings, or two million a day, exclusive of the unearn~ 
increment. 

EFFICilL."'ICY DE::UL"'IDS GOVER~ME~~:r Ow:u;RSHIP. 

I have assigned efficiency of railroad service and management 
as a ground for Government ownership. Efficiency is involved 
in all I have heretofore said. There can be no efficient opera­
tion that is immoral. The widespread immorality in railway 
management is known to every child that is able to lisp the 
words" New Hay-en, Rock Island, Frisco, Pere Uarquette, South­
ern Pacific." There bave been investigations, prosecutions, and 
exposures without number. 

I can not at this time go into the question of safety and 
dispatch, which is involved in efficiency, but I am sure that 
the administration of the post-office system shows thnt the Go.v­
ernment will promote safety and dispatch to the highest deg1.·ee 
possible. The great bulk of go-vernmental acti>ities are snch 
that financial · return, the balancing of expense against in~ome, 
does not have to be considered. There is often criticism of the 
financing in those departments. But in every case where this 

J 
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financial problem enters the Government always gi~es _a good 
account of itself. The critics against the postal operation are 
growing fewer and fewer every year. 

Three years ago Louis Brandeis (already referred . to), op­
posing an increase of rates which was demanded by the t•ail­
roads with an urgency most remarkable, advised the railroads 
that huge economies could be attained through scientific man­
agement that would save at least "$1,000,000 per day." In the 
conclusion of his brief in opposition to the granting of the 
demand for increase in rates :Mr. Brandeis said: 

This investigation has developed clearly that the railroads, to meet 
any existing needs, should look not without but within. If their 
net income is insufficient, the proper remedy is not higher rates, result­
ing in higher costs and lessened business, but scientific management, 
resulting in lower costs, higher wages, and increased business. · If their 
credit is impaired,_ the proper remedy is not to apply the delusive 
stimulant of higher rates, but to strengthen their organizations by 
introducing advanced methods and eliminating questionable practices. 
Thus they will maintain credit by deserving it. 

I have already shown that there were many receiverships 
during all this period, and the railroads presented an awful 
story in order to get this increase. But all the railroads were 
not suffering. Some roads were prospering while others lan­
guished. ·There was not uniform efficiency; hence there was uni­
form inefficiency, for the lines must be considered as a system. 
The fact that the Pennsylvania carried an item of freight from 
New York to Chicago with absolute efficiency does not make 
efficient service if the item of freight originated at Boston and 
was not properly handled before it got to New York. · The very 
fact that some roads are piling up such tremendous profits 
while others languish speaks most emphatically for inefficiency. 

The rate increase in which l\Ir. Brandeis was first engaged 
was refused, but within a few months Sir George Paish, of the 
London Statist, a very eminent English authority on financial 
matters, expressed his views as follows, to Englishmen, who. 
own about $4,000,000,000 of American railway securities : 

The securities of American railways appear to be specially attrac­
tive at current prices and were it not for the situations in the Balkans, 
and the heavy sales of stock that have been effected in consequence, 
much higher prices than those now current would prevail. 

Yet American railway men a few months before were claim­
ing their rates were too low to permit sufficient revenue and 
make their securities go on the market. 

Further in the same article Sir George Paish says: 
From whatever point of view, therefore, the matter is regarded, stocks 

at current prices are attractive. • • • It will be seen from the 
statement herewith that, apart from any additional expansion, the 
Great Northern is earnint; a dividend of 11.6 per cent at the present 
time, and it is distributing only 7 per cent; that the Northern Pacific 
is paying 7 per cent on a very large ordinary capital; that the Union 
Pacific is earning 15 per cent and is paying. 10 per cent; and that the 
Atchison and Southern Pacific are earning 9 per 1cent and distributing 
6 per cent. • • • Indeed, we could go throu~b · the greater part 
of the securities of the railways of the United States and show the 
attractiveness of both bonds and stocks. 

And in the Statist for March 1, 1914, only a few weeks later, 
Sir George says : 

The earnings of American railways continue to show large expan­
sion. • • • In fact, all the indications continue to show that 
the profit in American railways in the current year to June 30 will be 
very large, and that no one need have any doubts as to the ability 
of the companies to maintain their current rates of distribution. . 

To be sure these views do not gihe with the dolorous records 
of receiverships and foreclosures any more than they do with 
the awful representations made of" impending disaster when 
increased rates were wanted. But, aside from the fakery prac­
ticed, the whole situation tells of inefficiency, because the trans­
portation problem is one problem for the whole country. In­
efficiency in New England and Colorado and Texas cause the 
public to suffer. The Postal Service is the same everywhere, 
and so ought the transportation service to be uniform. It is 
absurd to call it efficient with one end of the line in the hands 
of a receiver or being sold under the hammer and the other 
end paying 15 per cent on " all of Lake Michigan." The toll 
of profits, the transportation tax, is not uniform. One section 
has to pay more than the other and every secti(.!on suffers from 
inefficient service. 

Some must do without service entirely, as is shown by the 
following instance of inefficient management and investment 
given Engineering News, November 5, 1914:. 

A railway 90 miles long in western New York was to be abandoned 
on November 1, according to an order issued by the New York Supreme 
Court

1
• which has directed the receiver of the property to cease all 

operation of trains and take up the track. 'l'he railway in question 
is that part of the Buffalo & Susquehanna Railway extending from 
near Butralo to Wellsville. The company owning the road has been 
in the hands of a receiver for over four years. The court's action in 
ordering the discontinuance of operation of the road and the taking up 
of the track was made on petition of the United States Trust Co. of 
New York, the trustee fot· the bondholders of the company. 

The facts appear to be that the road in question is the least profit­
able part of the Buffalo & Susquehanna line to operate. Lines located 
farther south in Pennsylvania do an extensive coal business, but the 

difficult grades to the north make it cheaper to send the coal to lake 
ports over other roads than to haul it over the Buffalo & Susquehanna 
line from Wellsville. Undoubtedly the bondholders have the right to 
stop operating an unprofitable property and to get what little salvage 
they can out of it by taking up the rails. This salvage will be small, 

1 however, for under present market conditions relaying ralls are salable 
only at a very low price. · 

The abandonment of the road will be a serious matter to the farm­
ing communities along it, which depend upon it for transportation. The · 
roadbed ·and tracks are in good condition, and represent an investment 
that could not be replaced, probably, short of $2,000,000. 

Imagine how Mr. Slason Thompson would interview himself­
in a leaflet from his "Bureau of railway ·news and economics" 
if he .had noted an incident of this kind in some Government­
owning country. "A State railroad on the rocks," he would say, 
yet he could get the records o.f over 900 foreclosures in the 
United States alone under private ownership. 

The article above quoted, which ~s pe_rfectly reliable, gives 
the value of the road, which consists of 90 miles, at about 
$2,000,000, or $22,222 per mile. This company was capitalized 
at $10,000,000, and had a funded debt of $7,059,000. Stocks and 
bonds to value of road was nearly 10 to 1. Get the conductor 
to "put you off at Buffalo " and you can go out and. see this. 
It is not in New South Wales or Borneo; it is in New York. 

ENGLAND A WARNING AGAINST PBIVATE OWNERSHIP. 

It may be profitable to consult the experience of other nations 
whose railways are privately owned. The only leading nations 
wh~re private ownership prevails and Government ownership 
is not accepted as a national policy are the United States and 
England. Spain and Turkey come next, if you would call them 
"leading." I have already cited the United States to prove· the 
general proposition that private . ownership leads to extrava­
gance and public ownership to economy and efficiency, and have 
shown by the excessive aggregate English capitalization where 
we are going to land. 

When an empire builder wants to brag about what American 
private lines have done, he generally refers to the high capitali­
zation of England. James J. Hill, in his New York speech, 
December 19, 1912, placed the capitalization of the lines of the 
United Ipngdom at $275,000 per mile and in England alone at 
$314,000 per mile. Here you have a sample of what private 
ownership will do if given license. I have already shown that 
American .roads increased their capitalization over $7,000,000,000 
in· 1o years. With the surplus laid aside and the betterments 
they claim to have made out of earnings during this 10 years 
you have nearly a billion of increase per year. How long will 
it take us to reach England's capitalization? 

Mr. Slason Thompson, of his railway bureau, issued a 
statement on October 4, 1908, which he called Leaflet No. 2, 
to show the utter futl.lity of Government ownership. Comparing 
the Am~rican ra_ilway shipping ·with that on the State-owned 
lines of New South Wales, Australia, he said: 

If American shippers, in 1907, had paid the Australian rates on the 
freight carried, their total payment to the railways would have been 
$5,678,433,362, instead of $1,823,651,998 they actually paid; where 
they have been credited with m•arly $4,000,000,000 in the ledgers or 
the good will of American shippers. 

Of course it would be just as reasonable to compare taxicab 
rates with street car rates as to compare the sparsely settled 
island Commonwealth of Australia with the great American 
Republic. But the comparison is useful, for 12 days later .Mr. 
Thompson, who is doing this work for the railway companies, 
issued Leaflet No. 3. In this he compared England and the 
United States, and told the public what the American people 
would have to pay at English rates. He said: 

Applying the British rate of 2.34 cents to the freight carried by 
American railways in 1907 would have cost American shippers 
5,536,472,527.~. which is $3.~.712,820,618 more than they did pay-or 

within $300,0u0,000 of $4,0u0,000,000. 

So,. according to the railways' bureau, run by the railways' 
representative, Mr. Thompson, if American shippers paid Aus­
ti·alian rates they would lose approximately $4,000,000,000, or 
if they paid British rates they would . lose approximately 
$4,000,000,000. The United States is all right in that com­
parison, but what becomes of England, with a population of 
34,488,233, to 1,646,73( in New South Wales-the _particular 
Australian State in question-over twenty time:J the population, 
yet an area in England of 58,575 square miles to 309,460 in 
New South Wales. The density of the population in England 
is 588 to the square mile, in New South Wales 5. About 100 to 
1, yet New South Wales, under State-owned lines, has just as 
low rates as England under private ownership. The Sta:tes of 
the Commonwealth of Australia are unfortunate in not hav­
ing uniform gauge of railway between the several States. much 
to their detriment. But ·any arrangement under Government 
ownership can cope with private ownership in its native lleatli 
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and· fully perfected as in England. . Certaiilly England nas had 
time and opportunity to perfect her sysfem. 

1\!r. Slason Thompson made a comparison of interest which 
I will quote here which compar~s Government ownership with 
private ownership in Europe as to the proportion of earnings 
paid to labor. He compares these figures with certain American 
figures which I will not add. He made the comparison on 
December 17, 1908, in a paper before Friendship Club at 
Oak Park, Ill., referring to 1907 records as follows : 

England devoted to earnings 37 per cent of income and to labor 27 
~re~L · 

Germany devoted to earnings 35 per cent of inco'Ine and to labor 34 
per cent. 

France devoted to earnings 40 per cent of income and to labor 31 
PH ~DL . 

These figures show private ownership of England lowest in 
proportion of income devoted to labor. 

ENGLISH FINANCIERS AND RAILROAD MEN ASHAMED OF THEIR SYSTEM. 

Let us get the full truth about private ownership of railroads 
in England from those who know. Every student of financial 
and commercial subjects knows Sir George Paish, editor of the 
London Statist. I am going to quote from "an authorized re­
port "-perfectly English, don't you know-by Lord Claud 
Hamilton, chairman of the Great Eastern Railway, to his exec­
utivE' board, published in the London Statist on February 21, 
1914; anu for fear some one will think this a phoney statement 
or some wild-west ebupition-such, for instance, as Mr. James 
J. Hill made when he told how all the American privately 
owned railways are about to go broke and bring calamity on the 
country and on every individual engaged in industry, "inevita­
ble unless you raise rates so we can get several necessary bil­
lions "-I am going to let Sir George Paish introduce Lord 
Claud Hamilton, chairman of the railway board, and editorial­
ize his "authorized statement." I quote from a leading edito­
rial by Sir George Paish,- in the Statist of February 21, 1914, 
entitled " Railway management: Science versus rule of thumb " : 

The country owes a deep debt of gratitude to Lord Claud Hamilton 
and to the board of the Great Eastern Railway for having at length dis­
covered the grave situation of our railway industry and in having man­
fully and honestly disclosed to everyone the real state of affairs. The 
disclosures of the chairman of the Great Eastern Railway are the more 
important because hitherto Lord Claud Hamilton has been one of the 
pillars of the old edifice, has imagined that the management of the 
British railways was beyond criticism, and that what British railway 
managers did not know was not worth knowing. ·we are convinced 
that no one deplores the necessity for his statements more than Lord 
Claud Hamilton himself, an Englishman of Englishmen. 

• • • * * • • 
No one regrets the necessity for the speech of the chairman of the 

Great Eastern more than the editor of this journal. In almost every 
direction England takes either the premier position or is a good second. 

.. * * • • • · -
But the business of railway transportation, where evel'ything was 

favorable to us and where we ought ·to have held the lead and set an 
example to all the world, is still conducted upon principles very similar 
to- those upon which our great-grandfathers carried on the business of 
transportation in mail coaches and in carriers'. carts. 

• • • * * • • 
Lord Claud Hamilton has truly described what has been going on · 

in an interview this week: "My company has endeavored, by arranging 
for their staff to attend lectures at the London School of Economics, 
to give them some training, but it did not appear to have led to any 
result." How could Lord Claud expect results? The lecturer can not 
lecture without material, and scientific material about British railways 
is neither compiled nor permitted to be compiled, except by the North­
eastern Railway, and only a very small amount of the Northeastern 
data are published. 

I might break in at this point to call attention to the fact 
that it was the Government of the United States, not the Ameri­
can railway managers, that forced the collection of data and 
scientific material in the United States. 

Sir George Paish continues: 
Surely when a chairman of the importance of Lord Claud Hamilton 

makes a statement such as the following the errors from which our 
railways have suffered and are still suffering will now be remedied: 

" It is a subject of great regret to my mind and to the minds of all 
chairmen that on our English railway systems at the present time there 
is an acknowledged dearth of first-class men coming to the front capable 
of fulfilling the duties of general managers. But this does not apply 
merely to the o-ffice · of general manager. There is dearth of first-rate · 
men coming to the front for even our minor appointments." . 

• * * * * * * 
Sir George continues to quote from Lord Claud: 
I believe the system In vogue at the present time on all our railways 

has outgt·own its usefulne::;&. Our railway systems are divided into 
what I may call water-tight compartments. You have the traffic de­
partment, the goods department, the engineer's department, and other 
departments, and they are kept so apart that as a rule there is very 
little exchange from one to the other on the part of young men who 
form the majority of the clerks belonging to those departments. 

Sir George concludes the write up: 
We hnve dealt with it (Lord Claud's statement) in the manner that 

we have bec;nuse we realize th.at the unscientific working of British 
railways· was a very serious matter, * • • because · it entails 
heavy and unnecessary burdens of expense for railway transportation, 
which the country ought not to be called upon to bear, a burden that 

I 
falls · with great weight upon the shoulders of the vast number of rrien 
.employed in. the railway industry at low rates of wages, as well as 
upon traders and passengers. Our unscientific railway methods have 
already caused the country unnecessarily to expend hundreds of mil­
lions of pounds of capital which otherwise would have been available 
for increasing the income and wealth of the nation and thereby con­
tribute to the well-being of every citizen. · 

The upshot of this whole affair was that Lord Claud an~ 
nounced to his board that he had hired an American railwaY. 
manager to come over and take charge of the road. But that 
will not remedy the situation. The American manager will 
find his hands tied-and then the things already full of water~ 
might a~ well send for the hose to cure dropsy. . · 

NATIONALIZATION IS THE PROPOSED REMEDY IN ENGLAND. 

There is only one remedy. · That is for the public to take 
over and own the agencies of transportation. It will come iJi 
England either by revolution and confiscation or by a square 
bargain. In England it is admitted that public sentiment is 
strongly in favor of Government ownership, and a royal com­
mission · has been appointed to study the matter. In comment­
ing on the situation in England, the Railway Age Gazette of 
December 5, 1913, says: .. 

The growing intex:est in the subject of railway nationalization is 
strikingly illustrated by the recent appointment in Great Britain of a 
royal commission to inquire into the relationship between the railway 
companies and the State in respect of matters other than safety of 
working and conditions of employment, and to report what changes, if 
any, in that relationship are desirable. The announcement comes 
almost simultaneously with that of the National Civic Federation in this 
country of its intention to undertake a national survey of social prog­
ress which will include a study of the question whether regulation of 
railways and other public-service corporations is a failure and whether 
State ownership should be substituted for that of private capital. 

Mr. E. M. Ackworth, the most conservative railroad authoritY 
in England, made a statement recently to· the effect that 9 out 
of every 10 people in Great Britain would vote for public own·­
ership if the question 'were submitted to a vote. 

The Nation, one of· the most reliable English journals, on 
October 11, 1913, had an article on "The coming nationaliza­
tion of railways." The article · referred to the movement as 
one which is " rapidly advancing." Further the following lan-_ 
guage is used : 

When we find such a champion as Mr. W. M. Ackworth predicting 
the probability of nationalization we know what -to think. Indeed, any 
far-reaching business man with a large holding of railway capital can 
hardly fail to perceive that he stands to gain by a favorable deal in the 
near future with the State. 

I have already compared rates in England and Germany an·d 
showed the advantages that exist ill favor of Germany. 

SPAIN SUBSIDIZES PRIVATE LINES. 

Spain is recognized as a private-ownership country. Every 
year the people go into their pockets for taxes to the railroads. 
Under public ownership such taxes would be heralded by th~ 
paid publicists of the American railroads as deficits. The 
roads would be called failing lines. Spain levied and laid 
aside for railroad aid in 1908, 10,000,000 pesetas-about 
$2,000,000-and in 1912 this sum was increased to $3,000,000. 
It is said, however, that the actual liability of the Govern­
ment under its guaranties in respect to its concessi{'ns granted 
up to January 1, 1912, amounted to $600,000, the remainder of 
the sum still being held as a surplus to guarantee private rail-. 
road interest. The service is wretchedly poor, and rates are 
high for: the service rendered. The lines are maintained at a 
different gauge to the French roads. Great inconvenience is 
experienced and great economic losses sustained. The remedy 
there is the same as elsewhere. Last March the following press 
notice was sent out, which tells of the awakening of Spain to 
the necessity of nationalization: 

MADRID, · March 17 • . 
The ministry of commerce has ordered plans drawn fo1; a standard 

~auge railroad with double track from the French frontier to Madrid 
to insure direct and rapid communication between tb.e Spanish capital 
and the north. . 

It is calculated that the time occupied by the journey can be re­
duced from 13 ho ·us to 7, and the journey from Paris to Madrid, 
which now takes 27?J hours by the fastest train, it is hoped will be 
reduced to 20 hours. The new road will also do away with the In­
convenience of changing cars at the frontier. 

GOVERNMENT OWNERSHIP BEING UNIVERSALLY ADOPTED. 

Many do not realize that Government ownership of railroads 
has been accepted by the verdict of practically all the civilized 
nations of the world as essential. The soundness of the plin­
ciple · that railway transportation, just as the postal service, 
is a Government function has been generally recognized. Only 
four important nations refuse to r:ecognize the principle. These 
are England, Spain, Turkey, and the United States. 

Without question public ownership is ine·dtable, and, f.or 
-many reasons, the quicker it comes the better. Like the offer­
ings of the sibylline ';oman to Tarquin, the . Roman Eru}leror, 
the price is ever increased while the value and volume of the 

.. 
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offering diminishes. The Government ll.as already advanced far 
toward public ownership. The railroads recognize this fact. 
.It is the universal claim of the railroads that unless the lines 
of regulation are relaxed Government ownership will come, and 
the representatives of the people say to the railroads that un­
less they reform and submit to regulation cheerfully the people 
will take the roads. 

The Railway World, though strongly opposed to Go,ernment 
ownership, in March, 1009, said : 

wastes into cultivable lands. The Government operates· a coal 
mine about three-fourths of a mile north of Williston, N. Dak.; 
to supply fuel for the reclamation power house. 

The main entry to the mine is about 2,000 feet in length, 6 
feet wide, and 6 ·feet .high. The underground workings are at 
an average depth of 100 feet. Ventilating shafts secure good 
air. Perfect drainage is maintained, and the mine is kept dry 
for the workmen. 

ONE OF THE BEST ARRANGED MTNES lN THE STATE. 

Government ownership is the inevitable consequence of the present The State mine inspector inspects the mine regulat·ly, 
system of regulation. in a recent report says : . 

and 

The late President Finley, of the Southern Railway, said in 
1909: 

"I do not believe that the sentlment of a majority of our people is in 
favor of Government ownership, nor do I believe that Congress and our 
State legislatures are consciously moving in that direction; but I do 
believe that if some of the more extreme legislation already enacted is 
supplemented along the lines now proposed the Immediate result must 
be the breaking down of the system of private ownership. 

Surely there has been no let-up, and plenty of supplemental 
legislation has been enacted. There is no disposition to retreat. 
The Interstate Commerce Commission assumes new and far­
reaching power in the recent rate decision. 

Prof. Hadley, president of Yale, a firm believer in private 
ownership, sums up the situation in his work on Railway and 
Transportation as follows : 

There is a strong popular feeling, to a large extent unsuspected by 
those in authority, in favor of Government ownership of railways as a 
system. No one can have much to do with the more thoughtful labor­
ing man without finding out how strong the feeling is and what hopes 
are based upon it. 'l'he fact that the question is not under discussiOn 
must not blind us to the fact that forces are at work which may prove 
.all but revolutionary when the question does come nnder discussion. 

Only a few months ago Chairman Thome, of the Iowa State 
Railroad Commission, declared for Government ownership of 
railroads, and expressed the opinion that Government ownership 
would lessen transportation taxes at least $400,000,000. 

The Railway Age Gazette, very partisan in favor of private 
ownership, and an advocate of the railroads from every stand­
point, in its issue of December 12, 19l3, recognized that the ques­
tion of Government ownership is now a burning question before 
the American people and urges the railroads to meet the ques­
tion with the best arguments that can be J!resented. 

PRESIDENT WILSON FOR GOVERNMENT OWNERSHIP IN ALASKA. 

· What does President Wilson mean in his recent message, 
when he says: 

A duty faces us with regard to Alaska which seems to me very 
pressing and very imperative; perhaps I should say a double duty, for 
it concerns both the political and the material development of the 
Territory. The people of Alaska should be given the full Territorial 
form of government, and Alaska, ns a storehouse, should be unlocked. 
One key to it is a system of railways. These the Government should 
itself build and administer, and the ports and terminals it should itself 
control in the interest of all who wish to use them for the service and 
development of the country and its people. 

There is no argument for Government ownership and opera­
tion of railroads in Alaska that does not obtain eve1·ywhere else 
in America. Private ownership is just as logical or illogical 
there as anywhere else. 

Under date of June 8, 1914, the following news item was 
. published from London : 

Probably the most important and significant-certainly the most com­
parative and frank-statement yet made by a United States .railway 
magnate was given out t()-night by Newman Erb, president of the 
Minneapolis & St. Louis, Denver & Salt Lake, Ann Arbor, and Tennessee, 
Alabama & Georgia Raiii·oads. Mr. Erb for the past 30 years has 
been prominent in the railway enterprise of the United States. T. he 
tact that he is in close touch with President Wilson and intimate 
friend of former President Roosevelt and a frequent witness at sessions 
of the Interstate Commerce Commission lends added interest to the 
statement: "Nationalization (Government ownel'Ship) of railways in 
the United States is inevitable. The prime troubles of the railways as 
at present constituted is the fact that the actual owners no longer 
control them, but are forced to bow to the dictates of the great banks 
upon which they are dependent. What I am going to say I already have 
told President Wilson. And when I addressed the President I spoke 
tor and now speak for, virtually every practical railroad man in the 
U~ted States; that is to say for every man interested in the ownershin 
of railroads. The nationalization of railroads is as sure now as taxes.f~, 

A still better argument for Government ownership than the 
fact that it is coming is that it already has come. Only minor 
and unimportant countries hold out firmly and rigidly against it. 

The Government can operate these enterprises successfully. 
The Panama steamships, after allowing the ordinary amount for 
depreciation, charging to profit and loss the value of one of the 
vessels which was wrecked, still made an ample return on the 
capital invested, after reducing the rates practically 50 per 
cent and hauling cargo after cargo of Government freight and 
passengers without any profit whatever. The Panama Railroad 
is making a splendid success, as the Goyernment reports will 
show. 

The Reclamation Service is a marvelous _success, and has 
increased the national wealth in 1arge sums by turning barren 

This is one of the best arranged mines in the State and is kept in 
safe condition. 

The ayerage output is 100 tons per day. About 12 to 15 miners 
are employed and paid 60 cents to 80 cents per ton, depending 
upon location. The average output of a miner is 6 to 10 tons 
per day. On December 31, 1913, the report showed that 34,365 
tons had been mined. · 

The net average earnings after expense for explosives and 
supplies is deducted nre $3.50 to $5 per day of eight hours. 
Laborers on track work, hauling, and so forth, are paid $2.75 
per day for surface and $3 per day for underground work. 
Miners are furnished with permissible explosives at a slight 
advance above cost. A mess is maintained at the mine where 
meals can be obtained for 25 cents. Sleeping quarters are fur­
nished free. A bathroom with individual lockers gives the men 
an opportunity of using hot and cold shower baths. During the 
six years that this mine has been operated no fatal accidents 
have occurred, and only two or three serious ones. One miner 
had his leg broken by the fall of coal immediately after a blast. 
ms net earnings were $4.72 per day, and he was paid this 
amount under the compensation act of May 30 1008, during the 
period of disability. ' 

The mine was opened in 1908, and up to ln13 was operated 
only during the irrigation season of about five months in each 
year. The. average amount of coal mined has been about 5,000 
tons per year, and on June 30, 1913, a total of 30,000 tons had 
been mined at a cost of $L 78 per ton, including all maintenance 
costs. In future, due to the fact that electric current is being 
supplied to the city of Williston under contract, the mine will 
be operated continuously, and it is expected that about 10,000 
tons of coal will be mined per year and that the cost will be 
reduced, as it will not be necessary to maintain the mine idle 
for seven or eight months of the year. In 1911, during the five 
months that the mine was in operation, the C()St of mining coal 
was $L41 per ton, with a minimum charge of $1.31 in July. 

If we adopt the lessons of the Panama Railroad and its 
steamships, and the Alaska .Railroad, and the Government rail­
road at Arrow Rock Dam, in North Dakota, in the Reclamation 
Service, all owned by the Government; and if we catch the facts 
about the snip-purchase bill, now pending, and, it is hoped, 
soon will be enacted into law, we must conclude that the policy 
of Government ownership of railroads soon will become an 
established policy of the United States of America. 

MESSAGE FROM THE SENATE. 

The committee informally rose; and Mr. IooE having taken 
the chair as Speaker pro tempore, a message from the Senate, 
by Mr. Tulley, one of its clerks, announced that the Senate had 
passed joint resolution of the following title, in w.hich the con­
em·rence of the House of Representatives was requested: 

S. J. Res. 210. Joint resolution to authorize the President to 
invite certain Governments to send delegates to the Pan Ameri­
can Medical Congress. 

The message also announced that the President had appro'Ved 
and signed bill of the following title: 

S. 6121. An act to authorize the construction of a bridge 
across the Niagara River, in the town of Lewiston, in the county 
of Niagara and State of New York. . 

SUNDBY OIVIL APPROPRIAT10N BILL. 

The committee resumed its session. 
The CHAIRMAN. If there is no further general debate, the 

Clerk will read. 
The Olerk read as follows : 
Aberdeen, Wash., post office : For commencement, $1,000. 
Mr. GILLETT. Mr. Chairman, I have an amendment . which 

I wish to offer, but before offering it formally I think I can 
save time by stating the purpose of it. It is a very long one 
and I will not read it. I now move to strike out the last word. 

Mr. BARTLETT. May I interrupt the gentleman? 
Mr. GILLETT. Certainly. 
Mr. BARTLETT. I understand the gentleman from Massa­

chusetts [Mr. GILLEn] proposed to offer an amendment as to 
certain various items in this bill. And the purpose of your 
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suggestion was that the motion to strike out might be made in 
a lump? Is that it? 

Mr. GILLETT. I will explain. My purpo~ is this, namely, 
to sh·ike out all after line 2, on page 2, down to and including 
line 6, on page 22, which means to strike out all the appropria­
tions for public buildings, and then insert a list which I have 
written out here, covering two pages, of all the buildings which 
are now in progress. 

Mr. BARTLETT. In other words, the gentleman proposes to 
strike out of the bill all -beginning with line 2, page 2, down 
to line 7, page 22? Is that it? 

l\Ir. GILLET'!'. That is my purpose. It is to strike out all 
the public buildings, and then reinsert those which are under 
progress of construction now. My intent and argument is this, 
that with the state of the Treasury to-day and the :probable 
income during the next fiscal year public buildings are a luxury 
and not a necessity, and it is wise for us to defer these build­
ings, which can be just as well appropriated for later, and not 
appropriate for any of them the coming year. 

.Mr. P A.GE of North Carolina. Will the gentleman allow a 
suggestion? Will the gentleman ask unanimous consent to 
be allowed to offer his amendment at the place designated at 
the end of these public buildings, covering all these Items? I 
think that would reach the purpose the gentleman bas in view. 

Air. GILLETT. I will be perfectly willing to do it in that 
way. 

l\fr. PAGE of North Carolina. That will save the gentleman 
offering an amendment after each of these Items separately, 
and would be valuable in the interest of time. 

Mr. HARRISON. Mr. Chairman, is it proposed not to have 
the amendment read? 

.Mr. BARTLETT. It bas not been read yet. 
1\fr. GILLETT. I was going to explain it first. 
1\Ir. MANN. If the gentleman will permit, the amendment is 

in order at this place, and he has the right to offer an amend­
ment here. 

Mr. PAGE of North Carolina. To strike out this amendment? 
Mr. MANN. To strike out this amendment and give notice 

after his amendment is agreed to to strike out the other items 
as they were read. _ 

Mr. PAGE of North Carolina. As they were read? 
1\fr. MANN. Yes; as they were read; but it would probably 

be better to give him the right to offer his amendment after 
line 6, on page 22, is. read. 

Mr. PA.GE of North Carolina. That was the suggestion I 
made to the gentleman, to proffer a unanimous-consent request, 
in the interest of saving time. 

Mr. GILLETT. Mr. Chairman, I wish to consume as little 
time as possible, and so, in accordance with the suggestion of 
the gentleman from North Carolina [Mr. PAGE], I ask unani­
mous consent when we shall have reached line 6, on page 22, 
to offer an amendment. 

Mr. FERRIS. Mr. Chairman, reserving the right to object, 
what is the purpose of this, more delay? 

Mr. PAGE of North Carolina. The gentleman should know 
that the committee in reporting it is going to stand by this bill. 

Mr. FERRIS. Some of these buildings have been authorized 
for seven years, and they have not been built yet. I do not 
think we should wait any longer. 

The CHAIR?!!AN. The gentleman from Massachusetts [Mr. 
GILLETT] asks unanimous consent that when we shall have 
reached line 6, of page 22, he shall be permitted to return to 
offer an amendment striking out all the items after line 2, of 
page 2, and substituting some provision in lieu thereof. Is there 
objection? 

Mr. DO NOV AN. I object, Mr. Chairman. 
The CHAIRMAN. The gentleman from Connecticut [Mr. 

DONOVAN] objects. 
Mr. DO NOV AN. I will withdraw it, 1\Ir. Chairman. 
The CHAIRMAN. Is there objection? [After a pause.] The 

Chair hears none, and it is so ordered. The Clerk will read. 
The Clerk read as follows: 
Fayetteville, Tenn., post office : For completion, $15,000. 

·Mr. TAYLOR of Arkansas. Mr. Chairman, I offer an amend­
ment, which I send to the Clerk's desk. 

The CHAIRMAN. The Clerk will report the amendment 
offered by the gentleman from Arkansas. 

The Clerk read as follows: 
Page 7, line 13, after the figures "$15,000" insert "Fordyce, Ark., 

post office : For completion, $50,000." 
1\fr. TAYLOR of Arkansas. Mr. Chairman,.. in 1910 Senator 

RoBINSON, ·who then represented my district, obtained an au­
thorization for a site for this building, and in March, 1913, I 
secured authorization for the building. I trust the committee 

will now permit my amendment to go in. The people need 
this building. Fordyce is a splendid and flourishing little city. 
Until this bill was reported I felt, from information obtained, 
that the authorization which I had secured would be carried 
and that the appropriation of $50,000 would be made avail­
able. I know that war conditions have shortened our revenues, 
but, considering the fact that the Government is now paying 
six or seven hundred dollars yearly as rent for a post-office 
building, I sincerely hope the appropriation will be granted. 

Mr. FITZGERALD. Mr. Chairman, I wish the committee to 
understand exactly what the situation is relative to this build­
ing. The same situation exists relative to two other buildings. 
The appropriations for public buildings carried in the bill are 
for pubic buildings in their order in the program established 
by the Treasury Department in accordance with the well7 
known rule. When a site is actually obtained and the build­
ing authorized, a number is given to the project. Thereafter, 
as new projects are taken up, they are taken up in numerical 
order. No building is provided for in the pending bill except 
such as have been taken up in accordance with that well-estab-
lished rule. · 

The Treasury Department requested that provision be made 
for three buildings which it was proposed to advance out of 
their turn-one at Arkadelphia, .A.rk.; one at Fordyce, Ark.; 
and one at Willow, Cal. It was stated that the reason for ad­
vancing those buildings out of their order was that a proposal 
had been made that the citizens of the localities or some other 
persons should furnish to the Treasury Department the plans 
in accordance with which the buildings were to be erected. 
The- committee reached the conclusion that even if the plans 
were prepared and furnished by some outside party, the Super­
vising Architect's Office would be compelled to give such time 
and service in the examination of the plans in order to deter­
mine whether they were satisfactory, as to amount, practically 
to the preparation of the plans themselves. The committee 
followed the rule that has been followed by the committee dur­
ing my service upon it-not to recommend appropriations for 
buildings out of their order except in the case of some ,ery 
extraordinary emergency, resulting, for instance, from the de­
struction of an existing building by fire or some other catas­
trophe. 

At Fordyce, Ark., a site was authorized in 1910, to cost $~,000. 
In the public building bill of 1913 a building to cost $tl0,000 
was authorized. If this building be provided for at this time 
because plans are furnished by some source other than the 
Supervising Architect's Office, it means that this building will 
be advanced over a great many other buildings which had been 
authorized a number of years previously. 

These are the facts. The Committee on Appropriations did 
not believe that it would be justified in recommending appro­
priations to advance the three buildings out of their turn, and 
I am compelled to antagonize the amendment offered by the 
gentleman from Arkansas. 

Mr. BURKE of South Dakota. Mr. Chairman, will the gen­
tleman yield? 

Mr. FITZGERALD. Yes. 
Mr. BURKE of South Dakota. I would like to ask the gen­

tleman on what basis these estimates are made. .A.re the build­
ings on the market and ready for construction when these 
appropriations are made? 

Mr. FITZGERALD. Some of the appropriations are for 
buildings now un'der construction, and others are for buildings 

.for which it is expected contracts will have been let and con-
_structl.on commenced prior to June 30, 1916. · 

Mr. BURKE of South Dakota. I notice there are a number 
of these items, where the appropriation is only $1,000, reading, 
"For commencement, $1,000." Is it expected that you can com­
mence the construction of a public building to cost perhaps 
from $50,000 to $300,000 by expending a thousand dollars?_ 

Mr. FITZGERALD. The appropriations for public buildings 
are immediately available, and continue available until ex­
pended. For more than 20 years at the short session of Con­
gress it has been the policy to appropriate for a period of 16 
months, and at the long session of Congress to appropriate for 
a period of 7 or 8 months. Now, for any building that the 
Treasury Department believes will be under contract and work 
commenced upon it prior to the 30th of June, 1916, such sum 
has been included as will be required, and in a number of in­
stances not more than $1,000 is required to pay for some pre­
liminary expenses. 

Mr. BURKE of South Dakota. Let me ask the gentleman one 
further question. Do these amounts usually follow the esti­
mates submitted by the Secretary of the Treasury? 

1\Ir. BARTLETT. Altogether. 
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Mr. FITZGERALD. ~togetb:e-r. The commlttee taecept the · Mr. -FITZHERALD. And lt furnishes information of the 
recommendation of the department ·and carry the amo1ID.t ·recom- character of the ground. 

'Air. MADDEN. 'Everybody that bias on a little building like 
m~~OHAIRMAN. 'The question is oli the amendment offered · this 'knows the cha-racter of the ground, and if the Government 

did not furnish "it he would find out himself. No man of any 
by the gentleman from :Arkansas. responsibnu ....... would bid on putting up a building and take the The amendment was rejected. .LL.L.L'.r 

The Clerk read as follows-: Government information without ascertaining it for himself. I 
Georgetown, Ky., post office: ·For completion, $4.5;00. say it is money thrown away. 
The CHAIRMAN. The Chair will .caU fue attention of the :Mr. FITZGERALD. I suppose somebody must make a sur-

h b vey so that the building will fit the site. 
gentleman· from New York to the fact that a cipher aJ:J een Mr. MADDEN. The plans are there, and the man that is 
omitted inadvertently in line 25, on page 7. th b "ld" · t 
· Mr·. FITZGERALD. It should be $45,000. 1 ask that the going to put ilp the building always sees that e m mg 1s pu 

on the lot in the way that it ought to be, and there is no need 
Clerk correct it. . -of uny special survey. 

The CHAIRMAN. If there be no objection, the ..correction 1\Ir. FITZGERALD. The gentleman from Nebraska [Mr. 
will be made. 'MAGUIRE] smiles at ·me. I recollect that in a ease in Nebraska, 

The Clerk read .as follows: I do not know whether it was in his district or not, after a 
Globe, Ariz., post office and courthouse: Fo.r commencement. $l,OOO. building had been erected, it was found out that one side of 
1\Ir l\!ADDEN. I move to strike out the last word. What is it ha.d been erected upon either a filled plaee or on particu-

the lliru't of cost on this post office where $1,000 is appropriated? Iarly soft ground, and before it was possible to move into the 
Mr. BARTLETT. One hundred thousand dollars. . . 'building it was necessary to provide money to make the build-
1\fr. FITZGERALD. Very frequently this .a_ppropria.tion IS to ing stand up and keep it stable. 

pay the expenses of .sinking test pits on the site. Mr. MAGUIRE of Nebraska. Mr. Chairman, I wish to verify 
.Mr. BARTLETT. Getting ready. in part what the chairman has just said. There were unfore-
1\Ir. MADDEN. That is .an extraordinary situation. seen conditions in the earth, the ground many years before had 
l\Ir. 1.\I.ANN. At Globe, Ariz. ; that ought to be sufficient to been filled in and it made it practically impossible to complete 

build a post office fo.r that town. the building in the best form. The architect had to do a part 
l\Ir. FITZGERALD. Th-e Supervising Architect states that it 'Of the work over again, to reinforce the foundation, because 

is expected that funds will be required before .the .close of ~e of the fact that the architect and ins_pectors did not understand 
fiscal year 1916 for the sinking of test pits and the surveymg · the formation of the ground upon which they built. 
of the site, and .he asks $1,000. . Mr. DILLON. Will the gentleman yield? 

. Mr. MADDEN. Is the lot pnrcbased? ' Mr. FITZGTIRALD. Yes. 
l\lr. FITZGERALD. Oh, yes. · • .Ur. DILLON. I see that there are 36 of these $1,000 appro-
l\1r . ..MADDEN. One thousand dollar.s for sinking test pits! priations. They a-re for sites that have already been secured. 
Mr. FITZGERALD. And surveying the site, in order to de~ Mr. FITZGERALD. They are for buildings upon sites that 

termine the dimensions of the building. have been secured. . 
1\Ir. 1\IADDEN. Everybody .who builds a building in Globe, : Mr. DILLON. J: fail to see any necessity for the appropria­

A.riz., or anywhere near there, knows ~ctly .what the charac~er 1 tion, but it rather shows the activity of the 36 Congressmen. 
of the earth is upon which the foundation wrll have to be built. : l\fr. FITZGERALD. That may be a desi:J;able reason. 

l\1r. FITZGERALD. The Supervisillg Architect's -Office in -all : Mr. GOULDEN. Will the gentleman yield? 
these cases determines the character of the earth in which the Mr. FITZGERALD. Yes. 
foundation is laid. Mr. GOULDEN. In looking over the bill, which I see is very 

Mr. :1\IADDEN. It is just like throwing money into the lake r carefully and skillfully drawn, I notice that the gentleman has 
to pend $1,000 for the purpose wJtich the .gentleman has stated, .about 80 commencements, and they run from $1,000 to $200,000. 
and it is evidently o.nly for the sentimental purpose of allowing Will the gentleman kindly explain about that? He has explained 
the Representative from that district to .say to his people that about the ~1,000, but -what about those that exceed $1,000? 
he got un appropriation. Mr. FITZGERALD. Those are the amounts of money that the 

Mr. FITZGERALD. I am unable to ..answer that. The Super- Supervising .A.rchitect states will be _required between now and 
vising .Architect .states that that is what is .required. the 30th of June, .1.916, to meet the continuing obligations on 

1\Ir. :MADDEN. What is the limlt of co.st of the building? the buildings. 
Mr. F.ITZGERALD. One hundred thousand dollars. l\Ir. GOULDEN. Why -are they called u commencements"? 
l\1r. MADDEN. An appropriation of $1;000 is a farce under Mr. FITZGERALD. Because they are the commencements 

such circumstances, and it ought not to be allowed to go into of new buildings. The items are distinguished in this way : 
the bill. It is just like a game of bunco on the Members of the When an .appropriation is made for a building for the fir t 
House, pretending to say that $1,000 is needed for the P.urpose time the word " commencement~· is used; where a building is 
of sinking test pits. I have never seen a ..case before m any under construction und an additional amount is required but not 
other bill where such an appropriation was made. it is the all needed to complete, the word "continuation, is used; when 
first case. It is useless. It is a waste of .money. ·n does not tl:a appropriation 1s finally made, within the authorization, the 
accomplish any good, unless it helps the Member from that word " com;>letion " is used. By· the use of the different terms 
district politically, and I do not lm.ow whether that is any ·it is possible to tell by looking at the item within what category 
good or not. the project is. 

1\lr. FITZGERALD. Such items have "been carrled in the . Mr. ·GOULDEN. The word "commencement" seems to be a 
sundry civil bill as long as .my memory goes .back. -misnomer, because it looks -as if after the site had been secured 

Mr. MADDEN. A thousand dollars? you are going to appropriate money to begin over again. 
Mr. FITZGERALD. A thousand dollars. The gentleman will Mr. FITZGERALD. This is to begin the building. 

understand that when the department advertises for bids it Mr. GOULDEN. You are starting a new building. 
either must give information as to the character of the material Mr. FITZGERALD. Yes; and we begin the building under n. 
to be found in the excavation or else the contractor must make definite contract. Nothing has been app~opriated prior. The 
sucll allowances that it will be impossibl-e for the department to first paragraph in the bill for sites says: 
make COntracts that Will be Of Very great ValUe. PUBLIC BUILDINGS, CONSTRUCTION AND SITES. 

Mr. MADDEN. In .all my years of experience I have never For sites, commencement, continuation, or completion of public build-
seen anything of that sort necessa17, unless you were going to ings wtthin the respective limits of cost authorized by law, re~t and 
build a tunnel somewhere. removal expenses in cities pending extension and remodeling of buildings, 

Mr. FITZGERALD. The gentleman is talking about how severally, as follows. 
pri"mte concerns would conduct business, and we are talking Whichever expression is used describes accurately the cute-
about how the Government conducts it. ~ gory in which it belongs. 

l\Ir. MADDEN. 1 know how the Government ought to con- Mr. GOULDEN. In a section of the distr1ct that I repre-
tiuct it. . sented for eight years, but now by another [l\Ir. BRUCKNER, of 

Mr. FITZGERALD. The Government advertises for the con- the twenty-second], a site has been sec~ed costing $250,000, ancl 
sh·uction of a building-upon a certain site-- I have held this Member back from trymg to secure money for 

1\Ir. MADDEN. I know. the building by telling him that this was not the time to make 
Mr. FITZGERALD. And it ·furnishes the bidders informa- a demand on the Treasury; and, secondly, that the building had 

tion regarding the site itself. not been authorized by the Committee on Public Buildings a.ml 
l\Ir. 1\IADDE-N. It furnishes a plan of the site -and the specl- ·Grounds, and now, from the reading of the bill, these are new 

fications on which the man makes the figures in connection , buildings to be appropriated for, and I feel that perhaps I have 
with the plan. misled him. 
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:Mr. FITZGERALD. These buildings have befm uuthorized 

'for some time, and they are now being reached J.n their order. , 
If the building that my colleague refers to had been author~. 
and was reached in order, provision would 'have been made in 
the bill for it, whether he or his colleague had any knowledge 
'of it or not. . I 

Mr. GOULDEN. The building has never been nuthorized, 
but we have the site, .and have had for some time. 

~fr. FITZGERALD. ·Then, no money in this bill -wlll'be car- ~ 
.ried ·for it. No money m this bill is carried for buildings that 
hrrve not been authorized. The Committee ® Appropriations 
does not authorize ·public buildings. 

.Mr. GOULDEN. I wanted to make sure about the use of the 
· term " commencement." 

Mr. FITZGERALD. It is as I have said-the. commencement 
of a ·bulldingwhich has been authorized. 

The CHAI.ltMAN. The time of the g~ntleman 'from New York1 
has expired. .. 

Mr. BURKE of South Dakota. Mr. Chairman, I move to 
strike out the last word. I do not think the gentleman from 
New 'York has made this matter clear, at least he has not to me. 
I want to call his attention to lines ~3 and 14 on this .s:nne1 

page 8: 
Greenwich, Conn,, post office : For commencement, $50,000. 

That is exactly the same language that is used in the item 
now under considerati-on, found in lines 3 and 4. IJn the case 
at G:-eenwich, Conn., I presume the plans nave been completed 
and a contract is or is about to be let, and it is estimated that 
it will require $50,000 to meet the money that the contractor 
Will earn between now and June 30, 1916. In the case of Globe, 
Ariz., I would like to ascertain whether or not that is money to 
be used in preparing plans and specifications or money that will 
be earned by a contractor who may get the contract tO -erect 
that building? 

.Mr. FITZGERALD. Mr. Chairman, my understanding is that 
it is to _provide the sur-Veys necessary to be performed" before 
they feel free to atlvertise and let the contracts. 

Mr. BURKE of· South Dakota. M-r. Chairman, I think the 
gentleman is probably correct about that, because the man who 
may bid on this building in Arizona may live in the city of 
New York, and the plans and specifications, 1n order to be 
complete, must show what th-e foundation will be. I can ap­
preciate how some money may be necessary to be expended by 
the department in pre_paring J>lans and making a survey, but 
I do not believe this money is to be used to pay a contractor 
who subsequently may take the contract. I would like to ask 
the gentleman in the case of Greenwich, Conn., whether there 
was ever an appropriation for that building previous to the 
$5n,ooo 1tem? In other words, was $1,000 appropriated there? 

Mr. FITZGERALD. It was not. 
.Mr. BURKE of South Dakota. Then, tills is a departure, as 

was suggested by the gentleman from Illinois IMr. :MADDEN], to 
make these small appropriations? 

Mr. FITZGERALD. Mr. Chairman, the gentleman is mis­
taken. The condition is this: In Greenwich, Conn., a building 
to cost $90,000 is authorized. It is expected that they will be 
ready to let the contract in the second quarter .of e fiscal year 
1916, so that for the balance of that fiscal year $50,000 will be 
earned. Globe, Ariz., is not nearly as far up on the list, if I 
recall correctly, as Greenwich, and they will not reach wything 
like the stage where they are ready to let a contract during the 
.fiscal year 1916, but they will be prepared to survey the lot and 
to make the tests. If I understand anything about buildings, 
before plans are prepared for the erection .of a building on a 
certain lot a survey is made. For instance, under the law a 
public building can not be constructed within a certain distance 
of another building. There must be a certain space between 
the building and the adjacent building, and a survey is neces­
sary. 

1\Ir. BURKE of South Dakota. I understand that. Here is a 
case where a building at Globe, Ariz., is authorized to cost 
$100,000. A building at Greenwich, Conn., is authorized to cost 
$90,000. In the one case where the building is to cost $100,000, 
$1,000 is now propo_sed to be appropriated, while in the other 
case $50,000 is to be appropriated. I assume froin what the gen­
tleman says ·that the Greenwich case will probably be upon the 
market and the contract let by reason of -the fact that it was 
authorized at some previous Congress to the one in Arizona, 
several months ahead of the building at Globe. 

Mr. .1\IADD~~. l\fr. Chairman, will the gentleman yield? 
Mr. BURKE> of South Dakot..<t. Yes. 
Mr. MADDEN. What is the 11opulation of Globe, Ali.z .• I 

will ask the gentleman from ~ :rew York? 

1\Ir. STEPHENS of Texas. l: can state to the gentleman that 
'I have been there and 1t is quite a large town. 

'Mr. 'FITZGERAlD. "The poptilatlon in 1910 was 7,083. 
M.r. MADDEN. And what are the postal receipts? 
'Mr. FITZGERALD. The postal receipts in 1913 wer-e $21,784, 

the money--order receipts :were $307,942, 1llld the -postal savings 
receipts were $57,324. 

Mr. MADDEN. Mr. Chairman, here we have .a ·town with 
7,500 people, with postal receipts--

Mr. FITZGERALD. If the gentleman will perm1t me, the 
authorization was $15,000 "f()r the "Site in the act of 1910, and 
the building, to cost .$100,000, was authorized in the :act of 1913. 

1\Ir. MADDEN. The total amount is how much? 
Mr. FITZGERALD. One hundred and fifteen thousand d~l­

lars for bnlldtng and site. 
1\Ir. MADDEN. Mr. Chairman, here we have a town of 7,500 

people, with postal receipts of $21,000, and we propose to erect 
a building the cost of which, including the lot, will be $115,000. 
The interest upon that will be $3,450 a year at the ·rate of 3 
per cent; the janitor service will not be less than "$600; light­
ing, heating, and repairs will amount to $1,200 ; making, in all, 
$5,250, while a building suitable for the city's needs could be 
rented for not to exceed $1.200 a year. Post-office revenues 
during the current 1iscal year .are running behind at the rate 
of $20,000,000, and to-da:y 'I have word from the city of Chi­
cago, that turns in $20,000,000 of surplus every year from its 
post office, that because of the shortage of revenues 350 letter 
carriers have had their salaries cut from $1,200 a year to 
$1;.000 a year, and more to come; and yet we go on with this 
extravagance and this waste of public money and take it out of 
the hides of men ·who carry tons of mall every week upon their 
backs. There is not any justification for putting up a public 
building in any town in the United States with a population of 
less than 25,000 people. Nobody can justify it either from a 
governmental standpoint or from the standpoint of economy, 
and no man engaged in a 'Private business enterprise would sub­
mit to this kind of -extravagance for a minute. 

Mr. BARTLETT. May I interrupt the gentleman? 
.Mr. MADDEN. Not just now. 
Mr. BAR-TLETT. .I wanted to ask the gentleman a -question. 
The CHAIR:ft.IAN. The gentleman declines to yield. 
Mr. MADDEN. Twenty million dollars surplus from one 

city office, and -yet, on account of the $20,000,000 shortage of 
revenue and the enactment of Democratic tariff laws, we are 
compelled to turn tile men who have devoted their lives to the 
Government service either out of employment or reduce their 
wages from 1,200 to '$1,000 a yea:r. Oan you justify this kind 
of appropriations undet· such conditions? I do not believe that 
the American people when they understand the facts in the case 
will submit to this kind of appropriations. Public buildings 
for the performance of public business ought to be erected only 
in places where the business of the Government justifies it and 
I maintain that the business of the Government does not j~stify 
appropriations for public buildings where the cost of mainte­
nance of a building, including the interest charge, is five times 
as much as you can rent a building for to do the work. You 
talk about Government ownership and ·some men plead for it. 
Go on with it if you will; plunge the country into bankruptcy 
if you want to ; but you can not do it with my vote or except 
over my protest. Here we have an opportunity to economize 
and we will not do it. We still spring forward in our reckless 
waste of public money. We have taxed the people on every 
necessity of life to maintain the ordinary running expenses of 
this Government. We have appropriated more money in the 
last year than in any year of the Government's history. Never 
in all the history of America was there -such extravagance as 
is witnessed under the present administration, and as a result 
of that extravagilllCe we .are obliged to witness the appalling 
spectacle of men who have devoted for the past 20 years the 
best there is in them having their salaries reduced from a liv­
ing wage to the standard of poverty. No consideration what­
ever is given to the work that they have already done or the 
advancement of the interests of the Government by their work. 
All they are given in return for their patriotic devotion to the 
Government is an order to reduce their compensation or to be 
thrown out of employment. 
Th~ OHAIRM.AN. The time of the gentleman has expired. 
Mr. DONOVAN. Mr. Chairman, ~ move to strike out the last 

two words. If the distinguished gentleman from Illinois [Mr. 
.1\IA.DDEN] in his younger official days had had as much virtue or 
care or concern for the Treasury as he has to-day we would not 
know of the conditions that have taken place in the past. This 
authorization was under Republican government 6riginally, and 
the gentleman was present a.nd submitted without any :prot~st. 
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Mr. MADDEN. This is a good time to stop it. 
Mr. DO NOV AN. Mr. Chairman, if the gentlen:an wished to 

be fair, he would say to his associates, "We will give the Demo­
crats credit." The Republican Member from Illinois should say 
of the Democrats, "They did not have the greed, they did not 
have the avarice, in getting appropriations that we had when 
we Republicans were in power." 

Mr. MADDEN. Will the gentleman yield for a question? 
The C~l\fAN. Does the gentleman yield? 
Mr. DONOVAN. Because five places in the State of Wyo­

ming, with a total population of the whole State only half the 
population of the district I represent, five buildings with an 
expenditure amounting to $497,000 passed a Republican Con­
gress, although the total population of the five localities was 
less than 10,000 souls. If the gentleman wanted to be fair, as 
an old · Member, a capable Member, he should not arrogat~ to 
himself--

Mr. MADDEN. Will the gentleman yield for a question? 
The CHAIRMAN. Does the gentleman yield? 
Mr. DONOVAN. Mr. Chairman, I will signify when I get 

ready to yield to the distinguished gentleman. [Laughter.] 
I am going to heap coals of fire upon his head. He ought 

not to rise in his seat and appear indignant as to things he has 
seen to-day, because he has seen them before. I repeat, $497,000 
were appropriated for five public buildings in the State of Wyo­
ming, and the total population of the five localities is not over 
10,000, and no protest from the distinguished gentleman from 
Illinois. There was no wail from the men who were plucking 
the Treasury at that time. But now he has become virtuous, 
and on the eve of his day, like those other great philanthropists, 
he is trying to do something in the way of restitution, hoping 
that in his future home it will be noticed. 

Mr. Chairman, I yield back my time. 
The CHAIRMAN. Without objection, · the pro forma amend­

ment will be withdrawn, and the Clerk will read. 
1\fr. l\1ADDEN. Mr. Chairman, I will just say to the gentle­

man that the Republicans always had funds with which to 
meet their obligations when they were in power. .. 

Mr. MANN. Mr. Chairman, I move to strike out the last 
three words. I would like to suggest to the gentleman from 
New York that this is Saturday night, and that we commenced 
at 11 o'clock this morning and it is now after 5 o'clock. We 
have probably gotten into a debate that will prevent any prog­
ress with the bill, anyhow, to-night. I think we ought to 
adjourn. 
. Mr. FITZGERALD. Mr. Chairman, I wish to suggest to 
the gentleman from Illinois [Mr. MADDEN] that the time to 
have protested against these public buildings was when the 
bill authorizing the construction of the buildings was before 
~e House. 

Mr. MADDEN. I will say to the gentleman from New York 
that I did. 

Mr. FITZGERALD. But I think the gentleman's recollection 
is in error. 

Mr. MADDEN. Oh, no. 
' Mr. FITZGERALD. I protested, but the RECORD does not 
show that the gentleman from Illinois made any protest at that 
time. 

Mr. MADDEN. The REcoRD shows that I made a · speech 
against it. 

Mr. FITZGERALD. No; I have just had the matter looked 
\IP in the library, and that is why I am speaking so authori­
tatively. 

Mr. MADDEN. Look it up again. 
· Mr. FITZGERALD. I was one of those who protested against 
the public building bill. I tried to have a record vote of the 
·Members of the House upon it. I could not even get one-fifth 
of those present to join in ordering the yeas and nays upon the 
bill. 

Mr. MANN. Mr. Chairman--
~ Mr. FITZGERALD. Just a minute. I have not finished yet. 
~ :Mr. :MANN. I yield to the gentleman. 
' Mr. FITZGERALD. The gentleman from Illinois did not do 
that; and I am not certain that the item in which he was inter­
ested was in that bill or in a separate bill. That was an item 
providing $75,000 for the immigrant station at Chicago. 

Mr. MADDEN. I will say to the gentleman that I am not 
lnterested in any item. I have never asked for any item. 

1\fr. 1\fANN. That was not in the public building bill at all. 
· Mr. MADDEN. I will say to the gentleman that I have never 
asked for any item in the bill. 

Mr. DO NOV AN. Will the gentleman from New York yield?' 
Mr. FITZGERALD. No. 
Mr. DONOVAN. You have not the floor. 

The CHAIRMAN. The gentleman from lllinois [Mr. MANN] 
has the floor, and is yielding to the gentleman from New York 
[Mr. FITZGERALD]. 

Mr. FITZGERALD. Then I decline to be interrupted. Mr. 
Chairman, the time to protest against public buildings, on the 
ground. t~at it is unwise and bad policy .to erect them, is when 
the buildings are authorized. After they are authorized and 
sites have been acquired and plans have been prepared and 
work is about to be ·commenced, it is just as futile as shooting 
at the moon as to try to stop the appropriation. I know I do a 
great many things that do not always meet the success they 
deserve in this House, but I always try to avoid antagonizing 
things as utterly impossible to prevent such appropriations as 
those under consideration. 

Mr. MANN. .Mr. Chairman, I am very sorry that my friend 
from New York is weakening in his virtue. When the Treasury 
was full and there was plenty of money for public buildings he 
took credit to himself far opposing their authorization, but 
when the Treasury is empty and no one knows where the money 
is coming from he plumes himself upon appropriating money 
for them. However, in justice to the gentleman, I might add 
that I believe his opposition to the public building bill was not 
wholly because of the provisions in the bill. 

Mr. FITZGERALD. I never feel it is necessary either to 
apologize or to defend my conduct in the performance of my 
public duties. I believe, however, it is only fair to say this: 
That if I had the determination or if I occupied that respon:; 
sible position in the Government that would be controlling in 
the determination of questions of what the expenditures of the 
Government should be in the next fiscal year, they would be at 
least $50,000,000 less than they will be. But I do not believe I 
have been commissioned to assume all of the burdens of Gov­
ernment. While I am a part of and cooperating with the ad­
ministration, my views are not always in accord either with the 
majority here or in other places. 

I am ready to do my part. I would not have hesitated, if the 
responsibility were mine, to have eliminated over $50,000,000 
more than will be eliminated from the various appropriation 
bills to be enacted by Congress at this session ; and I would do 
it with the absolute conviction that no material interest of the 
Government or of the public would be in the slightest degree 
impaired. [Applause.] But all over the country the cry has 
gone u·p that in order to relieve distress, in ·order to furnish 
employment, in order to keep turning the wheels of industry, 
that the Federal Government, the State governments, and local 
communities should rush public enterprises. 

It reminds me of the history of Rome, when the Roman Em­
perors were compelled one day to give great games in order to 
entertain the populace and the next day to authorize public works 
in order to keep them out of mischief. Whenever we have a 
situation where the Government must provide food and amuse­
ment and work, we have arrived at that point where the discern­
ing student of history can see the rocks ahead upon which the 
Government is bound to be wrecked. 

Mr. MANN. That is good advice, but I hate to have it wasted 
on the House when there are so few present. I therefore make 
the point of order that there is no quorum present. 

The CHA.IRMAN. The gentleman from Illinois makes the 
point of order that there is no quorum present. 
· Mr. FITZGERALD. I am sorry that it was made at that par­

.ticular time in my remarks. I move that the committee rise. 
The CHAIRMAN. Will not the gentleman withhold his point 

until the pro forma amendment can be disposed of, so that it 
will not be pending when the consideration of the bill is re­
sumed? 

Mr. MANN. I withdraw it, Mr. Chairman. 
The CHAIRMAN. The pro forma amendment is withdrawn. 

The gentleman from New York [Mr. FITZGERALD] moves that th& 
committee do now rise. 

The motion was agreed to. 
Accordingly the committee rose; and the Speaker having re. 

sumed the chair, l\fr. CRISP, Chairman of the Committee of the 
Whole House on the state of the Union, reported that that com­
mittee, having under consideration the bill (H. R. 21318) making 
appropriations for sundry civil expenses of the Government for 
the fiscal yeaJ; ending June 30, 1916, and for other purposes, 
had directed him to report that it had come to no resolution 
thereon. · 

SENATE JOINT RESOLUTION REFERRED. 
Under clause 2, Rule XXIV, Senate joint resolution of the 

following title was taken from the Speaker's table and referred 
to its appropriate committee, as indicated below: 

S. J. Res. 210. Joint resolution to authorize the President to 
invite certain Governments to send delegates to the Pan Amer­
ican Medical Congress; to the Committee on Foreign .Affairs. 
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SPEAKER PRO TEMPORE FOB TO-MORROW. 

The SPEAKER. The Ohair designates the gentleman from 
New York [Mr. FITZGERALD] to preside to-morrow. · 

HOUR OF MEETING ON MONDAY._ 

Mr. FITZ'GERALD. Mr. Speaker, .I a!)k u~nimous consent 
thac when the House adj<mrns to-morrQw. it a9-journ' to. meet at 
11 o'clock-on Monday morning. . 

The SPEAKER. The gentleman from New York asks unani­
mous consent that wh.en. the House adjourn~ to-morrow, Sunday, 
it adjourn to meet at 11 o'clock on Monqay morning. ·Is there. 
objection? ·- _ 

.Mr. MANN. Reserving_ the right to object, Mr. Speakert IS 
it the intention of the gentlemllll fr:om: New York to procee~ 
on- Monday- with the consideration of · the sundry civ!l appro­
priation bill? 

Mr. FITZGERALD. It is my intentl9n to a!)k the House to 
dQ so. 

.Mr. MANN. That i~ the same thing. 
Mr. FITZGERALD. I believe it is the desire of all to pass 

this bill speedily nlid, so far as the House -is concerned, to do 
everything possible to enact the appropriation bills in_, amp~ 
time at this sessiQn. I am quite sui; e.. I _ do· not wish to go 
through the same grind after the 4th of March .that I have had 
since Congre~ convened. . 

The SPEAKER. The gentleman. from New York as~s , unani­
mous consent that when the House- adjourns ~ to-morrow it ad­
journ unti.l11 o'clock a.m. Monday. !£ ... there-objection? _ 

There was no objection. 
LEAVE OF ABSE;NCE; _ 

By unanimous consent, leave of absence was· granted as .fol­
lows: 

To Mr. HAYEs, for one week, on account of·important ·business. 
To Mr. WATSON, for one day, on account_ of sickne_ss. · 

WITHDBA w AL OF p APEBS. 

Mr. STEPHriis of California, by unanimous consent, was grant~ 
leave to withdraw from the files of the House, withQtit leaving 
copies, the papers in the case of Philip _Gavin (IL It. 4859), no 
adverse report h_aving been _made thereon~ 

ADJOURNMENT; 

Mf.. FITZGER,ALD. Mr. Speaker, I move that ,the House _do 
now adjourn. 

The motion was agreed to; accordingly (at -5 · o~clQck. and 18 
minutes p. m.) the House adjourned~ pursuant to the-order pre­
viously· madel UJ;ltil to-morrow, Sunday, February 7, 1915; at _12 
o'clock. noon. 

EXECUTIVE COMMUNICATIONS, ETC. 
Und~ clause 2 of Rule XXIV, executive communications 

were taken from the Speaker's table and referr'ed as -follows: 
1~ A letter from the assistant clerk of the Court of Claims,. 

transmitting a copy of the findings of . the court in the case of 
MUes W. Elliott v. The United States (H. Doc. No. 1561) ; to 
the Committee on War Claims and ordered tQ be printed. 
. 2. A letter from the assistant clerk of the Court· of Olai01s, 
transmitting a copy o~ th'e findings of the court in the case of 
Susan E. Baylies, daughter and sole heir of William McE. 
Dye, v. The Unite~tates (H. Doc. No. 15621; to the Com­
mitt~ on War Claim and ordered to be pripted. 

3. A letter from assistant clerk of the Court of Claims, 
transmitting a copy o the findings of the court in the case- of 
John_ A. Barnett v. e U~ted State_s (H. Doc. No._. 1563); 
to the Committee on ~Claims and ordered to be _printed. 

4. A letter from t.q.e sistant clerk of the Court of Claims, 
transmitting a copy of findings of ' the court in the case of 
Otto F. Peters, guardian ~unacy of Presley Bishop, v. The 
United States . (H. Doc. N 1564) ; to the Committee. on War 
Claims and ordered to be p ted. 

5. A letter -from the · as~is t clerk of the Court- of Claims, 
transmitting a copy of the findings of the court in the case of 
John Blair v. The United States (H. Doc. No. 1565); to, the 
Committee on .war Olaims and ordered to be printed. 

6. Letter from the assistant clerk of the Court of Claifns 
transmitting a copy of the findings ot the court in. the case, of 
William 0. Bidlack v. The. United States- (H. Doc. No. 1566); to 
the Committee on War Claims and ordered to be printed. 

7. Letter from the assistant clerk of · the Court • of OJaims 
transmitting a copy of the findings of ·the. court in the. case1 of 
Sallie Perdue, widow of Granville 0. Perdue, v. The United 
States (H. Doc. No. 1567); to the Committee: on. War Claims 
and ordered to-be printed. 

8. Letter from the assistant clerk of the Court of Olaims 
trans~itting a c::opy of the findings of the court in the case of 

Richard-F. Jacks v. The United States (H. Doc. No. 1568); to­
the Committee on War Claims and ordered to be printe<i 

9. Letter from the assistant clerk of the Court of • Claims 
transmitting-a. copy ·of the findings of the. court in the c~e of 
H. Grant Howarth, heir of Jonathan Howarth, deceased, v .__ The· 
United·. States - (H. Doc. No. 1569); to the Committee on War 
Olaims .and -'Ordered to be printed. 

10. Letter -from the assistant clerk of the Cou.r:t of Claims 
transmitting-a~ copy of the findings :Of the. court in the case ot· 
Edwin. G. Mnnsell et al., heirs o:t Cyrus Hall, deceased, v. The 
United States (H. Doc. No. 1570); to the Committee on War 
Claims and ordered to be printed. 

11. Letter from the assistant clerk of the Oourt of Claims 
transmitting ~a. copy of ·the findings of the· court in the case o:S 
Erastus. Guy•v. The United States (H. D'oc_. No. 1571); to the 
Committee.on War Claim_s and ordered to be printe<L. . . 

12. Letter from the assistant clerk of the Court of Ola~ 
t?ansmitting a copy of the, findings of , the court il;l, the caset of 
Joseph. E. Beatty v. The United States (H. Doc. No. 1512); to 
the Committee on War Claims and ordered to be printed. 

18: Letter from the assistant clerk of the Oourt of· Claims 
transmitting a copy of ·the findings of the court in the case of 
Duane D. Finch v. The United States (H. Doc. No. 1573) ; to 
t;4e Committee on War Olaims and ordered to be printed. 

·14. Letter ·from the Commissioner" of Patents transmitting·· a 
report of the business of ' the. Patent -_Office for the year end-e(Jl 
December 31, 1914 (H. Doc. No. 1574); to the Committee on 
Patents and ordered to be printed. . . . 

15. Letter from the Secretary of tl).e . Treasury; transmitting 
estimates of appropriations required by the ~veral 'departm.ents 
of the Government on account of the service of. the fiscal yean 
ending June 30; 1915, and for prior years (H. Doe. N:o. 157tl); 
to the Committee on Appropriations and ordered to be prlnte~ 

P.UBLIO BILLS, RESOLUTIONS, AND M)TIMORIAL_S. 

Under clause 3 of Rule XXII, bills, resolutions,-and memorials 
were introduced and severaUy referred as follows : 

By-Mr: TEMPLE): A bill' (H. R. 21349') providing for the pur­
chase of a site· and the erection thereon of. a public building at 
Mi-dland, in! the· State· of Pennsylvania; to the Committee on 
Public Buildings and Grounds. 

By-Mr. FLPYD of Arkausas: A bill (H. R. 21350-) to increase 
the linUt of cost of the construction· of a Federal building at 
Eureka Springs; Ark. ; to the Committee on Public Buildings and 
Grounds. 

By- Mr. GALLAGHER: A bill (H. R. 21351) to provide for 
the construction of a suitable office for the United States cus, 
tom~ barge _service, and for other purposes; to the Committee 
on Public Buildings and Grounds. 

By Mr. TAYLOR of New York: A bill (H. R. 21352) provid­
ing for the adjudication of a certain claim by the Court of 
Olailns ; to th~ Committee on Claims. 

PRIVATE BILLS. AND RESOLUTIONS . 

Under clause 1 of Rule XXII, private bills and resolutiona 
were introduced and severally referred as follows : 

By Mr. EDWARDS: A bill (H. R. 21353) fot· tbe1 relief o~ 
J. A. Stanfield; to-the Committee on War Claiins. 

B_y. Mr. McKELLAR: A bill (H. R~ 2l354) granting a pension 
to David R. Locke; to the Committee on Pensions. 

By Mr. O'HAIR: A bilL (H. R. 21355) granting a pension to 
John McGowan; to the. Committee on Invalid Pensions. 

By Mr .. ~OOTT of New York: A bill (H. R. 21356) grant..: 
ing a pension to Jennie W. Koehl; to the Committee ~n Invalid 
P~nsiona. 

PETITIONS; ETC. 

Unde:r: ,clause 1 of Rule XXII, petitions and papers )were, laid 
on . the Clerk's desk and referred as follow.s: 

By the SPEAKER (by request) : 1\!eiJloriai of the ) \fissom:l-i 
Kattsas Turnbezik and various citizens of· Bost-on, urging. pas-­
sage,_ of House1 joint resolution 377, relath:e to e:q>ort of w~ 
material; to the Committee, on Foreign Affairs. 

Also (by request), petition of California State Senate, favor­
ing . passage-- of rivers and harbors blll; to the Committee on 
Rivers and -Harbors., 

Also (by" request), petition of inmates of the -Confederate 
Memorial Ho111e,_ Washington, D. C., favoring Works-Estopinal 
pension biU; to-the Committee on-Invalid Pensi~ns .. 

' By Mr. ALLlilN: Melllorial of CathQUc Order of F,oresters and 
Council of Cleves, Ohio., favoring passage of the civil-service 
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retirement bill; to the Committee on Reform in the . Civil 
Service. 

By Mr. ASHBROOK : Petition of Julius Juch and 80 others, 
of Newark, Ohio, urging passage of bills to prohibit export of 
war materials; to the Committee on Foreign Affairs. 

By Mr. BAILEY: Petitions of Rev. H. L. Jacobs, John H. 
Shope, J. C. Day, A. P. Day; J. Heiss, Frank Turner, A. C. 
Wilt D. McClure, and William Gilling, all of Altoona, Pa., pro­
tesfuig against passage of II. R 20644, relative to a censorship 
of publications; to the Committee on the Post Office and Po~t 
Roads. 

By Mr. BARTHOLDT: Petition of Barry-Wehmiller Machin­
ery Co., of St. Louis, Mo., protesting again~t the shi~-pur~hase 
bill· to the Committee on the Merchant Manne and Fishenes. 
· .Aiso, petition of John J. Pfenninger and Nanewal Bread Co., 
of St. Louis, Mo., in favor of an embargo on wheat; to the Com­
mittee· on Foreign · Affairs. 

Also, petition of Tenth Ward Improvement Association, <?f 
St. Louis, Mo., in favor of an appropriation by Congress for 
public works; to the Committee on Roads. . 
: Also petitions of 16 citizens of St. Louis, Mo., in favor of the 
Fitzge{·ald amendment to the Post Office appropriation bill; to 
the Committee on the Post Office and Post Roads. . · 

Also petitions of citizens of St. Louis, Florissant, Clayton, 
Freed~m, King City, and Creve Coeur, all in the State of 1\fi.s­
souri, and Kansas-Missouri Turnbezirk, Leavenworth; Kans., .m 
favor of bills providing for an embargo on arms; to the Commit-
tee on Foreign Affairs. · · 

Also, petitions of German-American Alliance (552 members) of 
.Wausaw, Wis.; Schiller Lodge, of Middletown, Conn.; and Ger­
man Evangelical Church (1,000 members), of Brooklyn, N. Y., 
in favor of bills providing for an embargo on arms ; to the Com-
mittee on Foreign Affairs. . · · 

Also, petition of National German-American _AJ.liance ?f. Ho­
henwald Tenn. and resolutions of a mass meetmg of Citizens 
of Louisiana h~ld at New Orleans, La., in favor of bills provid­
ing for an embargo on arms; to the Committee on Foreign 
Affairs. 

By Mr. BROCKSON: Petition of C. E. Marshall, Samue~ F. 
Adams, and other lighthouse keepers, favoring increase iJ;t ra­
tion money for lighthouse keepers; to the . Committee on RIvers 
and Harbors. 

By l\Ir. BURKE of Wisconsin: Petition of Rev. Jose~h Oe~h 
and 32 other citizens of Sheboygan rural route No. 5, Wisconsm, 
asking tor the passage of a law at this session to levy . an 
embargo on all material useful in war, save foodstuffs and 
wearing apparel and surgical supplies; to the Committee on 
Foreign Affairs. 

By Mr. DALE: Memorial of American Association f?r. Labor 
Legislation, favoring the passage of the Kern-l\IcGillic~ddy 
workmen's compensation bill (H. R. 15222) ; to the Comm1ttee 
on Labor. . . 

Also, petition of New York Engravers' Union No. 1, favormg 
passage of the immigration bill over the President's veto; to 
the Committee on Immigration and Naturalization. 

By Mr. DICKINSON: Memorial of- ·Missouri-Kansas Turn­
bezirks representing 2,000 citizens of Missouri and Kansas, 
also 165 citizens of the sixth district of Missouri, favori~g reso­
lution to prohibit export of war material; to the Committee on 
Foreign Affairs. 

By Mr. EAGAN: Petitions of sundry citizens of New Jersey, 
favoring passage of resolution to prohibit export of war mate­
rial· to the Committee on Foreign Affairs. 

By Mr. GARDNER: Petition of .National Indepe~~~nt Equ~~ 
Rights League, Boston, Mass.,. agamst passage. of Jim cro~ 
Jaw for the District of Columbia; to the Committee on the Dis-
trict of Columbia. · 

By Mr. GOOD: Memorial of Iowa State Senate, favoring in­
vestigation by Congress of the origin of the foot-and-mouth dis­
ease· to the Committee on Appropriations. B-y Mr. GRAHAM of Pennsylvania: Petition of Volks-Verein, 
of Philadelphia, Pa., protesting against power given th.e Post­
master General with regard to the Menace; to the Comm1ttee on 
"the Post Office and Post Roads. 

Also memorial of Louisiana State Federation of Labor and 
the W;shington Camp, No. 34, I. 0. S. of A., favoring passage of 
the immigration bill over the President's veto; to the Committee 
on Immigration and Naturalization. · 

By Mr. GRAY: Petition of H. H. l\fier and 30 other citizens 
of Hancock County, Ind., protesting against House bill 20644; 
to the Committee on the Post Office and Post Roads. 

Also petition of Fred Sandwehr and 190 other citizens of 
Hanco~k County, Ind., protesting against House bill 20644; to 
the Committee on th~ Post Office and Post Roads. 

By Mr. GRIEST: · Memorial of :Merchants' Association of 
New York, protesting against passage of House bill18666, ship­
purchase bill; to the Committee on the Merchant Marine and 
Fisheries. 

Also, memorial of Central Bureau of Philadelphia (Pa.) 
Yearly Meeting of Friends, General Conference of the Religious 
Society of Friends, Philadelphia Pa., opposing legislation look­
ing toward increased armaments; to the Committee on Military 
Affairs. 

By Mr. LAZARO: Petition of R. E. Lee Camp, No. 14, United 
Confederate Veterans, Opelousas, La., relative to granting relief 
for southern cotton claims; to the Committee on War Claims. · 

By Mr. LONERGAN: Communications of Albert H. Richard, 
New Britain, Conn.; William B.onkosky, New Britain, Conn.; 
and C. Fred Johnson, ·Kensington, Conn., in · re House joint 
resolution 377, House joint resolution 378, Senate bill 6688, and 
House bill 19548 ;· to the Committee on Foreign Affairs. -

By 1\fr. MOORE: Letters from the Volks-Verein, of Philadel­
phia, Pa.; Emil Schaefer, John Klein, J. J. Fehr, C. Soehnchen, 
Ernest Obermeyer, and other citizens of Philadelphia, urging 
the passage of House joint resolution 377; to the Committee on 
Foreign Affairs. 

By Mr. MORIN (by request) : Petition of German Evangelical 
Protestant -Church and 3 citizens of Pittsburgh, Pa., favoring 
House joint resolution 377, forbidding export of arms; to· the· 
Committee on Foreign Affairs. 

Also (by request), petition of N. P. Alifas, president District 
No. 44, International Association of Machinists, favoring House 
bill 17800, relative to the Taylor system of shop management; 
to the Committee on Labor. · 

Also '(by request), petition · of J. F. Callheath, secretary 
American Mining Congress, favoring House bill 15869, to better 
conditions among miners; to the Committee on Mines and 
Mining. 

Also (by request), petition of M. H. 1\IacCoy, of Philadelphia, 
Pa., favoring Palmer-Owen child-labor bill; to the Committee 
on Labor. 

Also (by request), petition of the · American Association for 
Labor Legislation, favoring House bill 15.222, the ~ern-McGilli­
cuddy workmen's compensation bill; to the Committee on the 
Judiciary. · 
· Also (by request), petition of the executive committee of the 

Association of American Agricultural Colleges and Experiment 
Stations, favoring Senate bill 5211, relative to military instruc­
tion in colleges; to the Committee on Military Affairs. 

Also (by request), petition .. of the Retail Grocers' ProtectiYe 
Union of Pittsburgh, Pa., favoring House bill13305, the Stevens 
standard-price bill; to the Committee on Interstate and Foreign 
Commerce. · 

By Mr. NEELY of West Virginia: Petition of G. W. Campbell 
and 11 others of Wheeling, w. Va., protesting against the ·Fitz­
gerald amendment to l:he Post Office appropriation bill; to the 
Committee on the Post Office and Post Roads. 

Also (by request), petition of citizens of Harrison County, 
W. Va., urging Congress to bring about the United States of the 
World; to the Committee on Foreign Affairs. 

By Mr. REILLY of Connecticut: Petition of citizens of 
Meriden, Conn., favoring House joint resolution 317, to forbid 
export of arms; to the Committee on Foreign Affairs. 

By Mr. SCULLY: Petition of Polish National Alliance, of 
Perth Amboy, N .. J., protesting against the passage of the 
immigration bill; to the Committee on Immigration and Natu 
ralization. · 

By Mr. J. M. C. SMITH: Petition of Albert Towe and 193 
citizens of Charlotte, Mich., favoring passage of resolution to 
prohibit export of war material; to the Committee on Foreign 
Affairs. 

By Mr. STEPHENS of California: Petitions from 60 citizens 
of Los Angeles, Cal., favoring House joint resolution 344, creat­
ing a national marketing commission; to the Committee on Ag­
riculture. 

Also copy of a letter from the Canadian Club, Los Angeles, 
Cal., to President Wilson, favoring export of war material; 
to the Committee on Foreign Affairs. 

Also petition signed by 15 citizens of Los Angeles, Cal., pro­
testing against Fitzgerald amendment to Post Office appropria­
tion bill· to the Committee on the Post Office and Post Roads. 

Also 'communication from British-American League, Los 
Angele~, Cal., reciting purposes of organization; to the Com­
mittee on Foreign Affairs. 

By Mr. VOLLMER: Petitions of 2,527 American citizens, 
favoring passage of bills to prohibit the export of war mate­
rial; to -the Committee on Foreign Affairs. 

,~ ·' :. 
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